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Peace versus Peace 


[F any one thing more than another could advance the cause to 
which the western nations are bending their efforts, it would be to 
stop describing it as the “cold war.” The phrase is of American 
origin and it was invented to describe the strategy that the Soviet 
Union is pursuing, of war against the western powers by all means 
save (at present) the ultimate. But gradually and imperceptibly it 
has come to be used to describe the policy of resistance in the west 
to which Russia’s “cold war” has given rise. Instead of resisting 
Russia’s cold war, the western powers now talk of waging one of their 
own. Though it served a useful purpose two years ago in awakening 
the western peoples to a realisation of the real nature of Russian 
policies, its present use serves what is almost the opposite purpose 
of enabling the Russians to pose as the champions of peace. On the 
one side, the Americans and their cold war. On the other side, the 
Russians and Picasso’s dove of peace. 

It is topsy-turvy and ridiculous, but it is effective as propaganda. 
This absurd contrast is encouraging European faint hearts and 
defeatists to accuse the Americans of pursuing a warlike policy in 
Europe and of dragging along an unwilling Continent at their chariot 
wheels. When serious writers in Le Monde suggest that France must 
have the right to remain neutral in the event of a Russo-American 
conflict, or when Dr Adenauer supports the Schuman plan for 
European heavy industry as a means of creating a neutral bloc between 
the quarrels of the two world powers, it is clear that something has gone 
very much awry in European thinking. And that something is 
precisely the concept of a “ cold war” in which America is pictured 
as creating a western alliance designed to carry war into the Soviet 
camp. 


So great is the psychological disadvantage at which the western 


In pursuance of a dispute with the Federation of 
Master Printers, the London Society of Compositors 
has instructed its members to refuse to work any over- 
time. The Society also summoned a mass meeting of 
its members on Thursday, the day when the work of 
composing The Economist should have been at its height. 
For these reasons it has been necessary to reduce the 
size of this issue, and even so there is reason to fear that 
publication may be delayed. 

If we had any control whatever over these events 
we would offer apologies to our readers and advertisers. 
But we are helpless victims of the dispute. Though we 
shall no doubt be called upon to meet the cost of the 
eventual settlement, we have no means of influencing 
its nature or the means by which it is arrived at. Though 
we pay the piper, we have no control over the tune. Such 
are the sacred idiocies of collective bargaining. 
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powers have allowed themselves to be put, that it is 
necessary not only to drop so misleading a catchphrase 
but also to restate with all emphasis certain facts that 
ought to have been perfectly apparent all along. The 
first is that the present acute tensions and divisions 
between the Great Powers are the work of Russian, 
and not of American, policy. The Russians have 
never made any secret of the fact that, for them, there 
are only two kinds of state—Communist states under 
complete Russian control and anti-Communist states to 
be treated as hostile. The policy of imposing Russian 
control on as many states as possible and of undermining 
all others is not a latter-day response to American 
“imperialism.” It dates back, in execution, to the 
middle of the war, and in conception to the earliest days 
of the Bolshevik régime. The creation of an all-Com- 
munist government for Poland began in 1943, with the 
breaking of diplomatic relations with General Sikorski. 
The rest of the process, by which even “ national Com- 
munists ” such as Gomulka lose their jobs for showing 
insufficient enthusiasm for Soviet control, has developed 
inexorably from that first deliberate act. Yet this first 
step was taken at the height of Russia’s wartime alliance 
with the West. | 


Similarly, the suppression of the German Socialists in 
the eastern zone—which set in motion the sovietisation 
of eastern Germany—was undertaken in the winter of 
1945-46 while four-power control of Germany was still 
being loyally pursued by the western powers. The pro- 
cess of absorption had already begun by the time of 
Yalta. It was in full swing during the Potsdam meetings. 
What followed thereafter was simply the unfolding of a 
policy already determined and, as the last five years have 
shown, in every country within the reach of Soviet arms 
—except Finland, which has fought, and Jugoslavia, 
which would fight—the “ third force ” elements such as 
National Peasants and Social Democrats, or the 
“neutrals” with western sympathies, such as Jan 
Masaryk, Benes, Petkov or Mikolajczyk, have been 
steadily eliminated. Their place is now taken by men 
who support in blind obedience the policy of creating 
purely Communist and Soviet-dominated governments. 


So much for the Russian side. It is in striking contrast 
to the behaviour of the “ aggressive ” Arericans. Their 
mood in 1945 and 1946 verged on isolationism. Almost 
total demobilisation made even the maintenance of the 
small American garrisons in Germany a_ problem. 
During the four-power conferences of 1946 the British 
representatives had on several occasions to hold their 
breath lest the Americans, in their overwhelming desire 
for agreement with the Russians, might try to achieve 
it at the cost of some vital British or European interest. 
Far from America being concerned to press its “ anti- 
Soviet policies” on Europe, only the extreme evidence 
of Russian intentions and policies compelled an unwilling 
America to break with the tradition of generations and 
begin to join with the peoples of Europe to counter the 
Russian threat. Far from the United States “ needing ” 
Europe for its anti-Soviet plans, only Europe’s desperate 
need finally enlisted American interest and support. 


hk 


The second essential point that needs daily reiteration 
is that the policy to which the western powers are com- 
mitted is not one that aims at fighting the Russian Com- 
munists and destroying their régime ; it is aimed at 
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preventing such a war from breaking out and 
a modus vivendi with the Serie.” Its abiecr . aching 
not war ; agreement, not conquest. The greater ee 
folly of allowing it to be described in terms that ie 
misconception. Not only is it a policy of avoiding = 
its authors believe it to be the only policy that has = 
chance of avoiding war. Communist words and : 
actions breed the conviction that only firm resistance anj 
obvious strength will prevent the gradual encroachmen; 
of Soviet imperialism—but the record also gives Seis 
to believe that if the resistance and the strength are 
clearly there, they will not be challenged 


The third point follows inexorably from this, } 
strength and unity provide the best chances of peace 
those who preach neutrality and mediation are the real 
warmongers. It is vital to realise how precarious would 
be Europe’s plight if the prophets of neutrality and third 
force politics were now to have their way. If the Atlantic 
Pact were rescinded, American troops and _interegs 
withdrawn and a “ neutral ” Germany and a “ neutral” 
Europe left to face alone and unarmed their téte-d-tét 
with the Soviet Union, every evidence of recent history 
suggests that their fate would be no different from tha 
of President Benes in a similar situation. The Russians 
would point out to, say, Dr Adenauer, who might by then 
be Chancellor of a united neutral Reich, that it was hardiy 
neutral to have no Communists in his government. The 
next step would be to remark on the unneutral character 
of the Ministry of the Interior, so long as it remained 
“in hands hostile to the Soviet Union.” Then would 
come the turn of the police, then of the judiciary, and 
without arms, without military support, without even 
the moral backing of a western alliance, the leaders of 
the threatened countries could give only one reply—the 
reply already given by Benes and Masaryk, the reply of 
capitulation. If the progressive enslavement of Europe 
by these means would lead to peace, there are some 
people in America and Britain (but by no means all) who 
would prefer it, horrible as it would be, to the still greater 
horrors of war. But if the record of history proves any- 
thing, it is that such a process of imperialist expansion 
would be challenged in the end. The policy of resistance 
offers a chance, and a good chance, of avoiding war ; the 
policy of appeasement offers none whatever. 


Soviet 


et 


There was an account in the newspapers quite recently 
of the visit of a British naval vessel to Copenhagen. The 
local Communists greeted it with a “ peace ” demonstte 
tion, in which a model of a dove was very prominent. 
The British sailors, showing a much sounder sense ¢ 
psychology than their elders and betters, responded by 
making a much larger model of the dove of peace and 
perching it on the rail of their ship. 


That is the right strategy. Europe is not faced wit 
a choice between peace—of whatever temperaturt— 
offered by the Russians and a cold war offered by the 
United States. The choice is between two kinds o 
peace—peace through strength on the western model ot 
peace through appeasement and capitulation, which 1s the 
only peace the Soviet Union seeks or understands. T° 
talk in this context of a “ cold war ” is to confuse 
and darken counsel. It is time the western peopl 
dropped the term entirely from their political vocabulary 
and used instead a phrase—peace through strength 1s ® 
good as any other—that genuinely expresses thei! firm 
but pacific purposes. 
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T= political correspondents have been reporting 
with great confidence on the secret conclave of the 
chiefs of the Labour Party at Dorking last weekend. 
perhaps they really do know what happened there. But 
it does not matter very much whether they do or not, 
since it requires the minimum of imagination to recon- 
struct the general lines of the conversations. The posi- 
tion in which the Labour Party finds itself is known to 
all the world, and the course it must now take is laid 
down, within very narrow limits, by the compulsions of 
politics. The leaders of the party may wriggle—and 
doubtless there was a great deal of verbal wriggling last 
weekend—but they have no real freedom of choice. In 
theory, of course, they could proclaim their doctrinal 
purity and let their chances of continuing in office go 
hang. But politicians find that very difficult at any 
time and in any country. And if one thing has been 
made clear since the election, it is that the politicians 
of the Labour Party are not of the voluntarily retiring 
variety. This is not to their discredit—it is their rightful 
job in life to seek office—but it does tie their hands. 
The results of the election in February came as a 


} real shock to the Labour leaders. They were conscious 


of having provided, or at least of having maintained, for 
the workers conditions of employment and living better 
than ever before attained. Yet they were faced with the 
shocking fact that half of what they regarded as “ the 
workers,” even in these conditions, voted against them. 


® Perhaps naturally, their ruminations on how to get 


more seats in the House of Commons at the next, and 
probably not very distant, general election turn into 
speculations on how to increase their present strength in 
“the working class” from the present figure of, say, 
60 per cent to something more nearly 100 per cent. 
Some of them argue that if the working class does not 
vote solidly for Labour, it must be because the party has 
not done enough for the workers and that the remedy, 
therefore, lies in pushing on even more strongly with a 
full-blooded socialist programme. The argument is 
logical ; but it is also a prize example of how far wrong 
logic can lead an argument if it is based on a false 
premise. The mistake lies in the assumption that a clear 
majority of the British people regard themselves as 
belonging to anything that can be recognised as “ the 
working class ” or “ the ranks of Labour.” Statistics of 
income distribution may say they do ; but their feelings 
and convictions tell them something different. The 
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Gallup Poll has twice in recent years asked people what 
class they thought they belonged to ; on one occasion the 
middle class total was actually larger, and on the other 
occasion not very much smaller, than the working class 
figure. 


* 


The fact is that Labour already polls all, and more 
than all, of the voters who are class-conscious “ workers.” 
If the party wants to collect more votes it must appeal 
to people who conceive their interests to be not merely 
different from those of organised labour but in many 
instances actually hostile. As for the argument that more 
socialism will bring more votes, the refutation of it is 
very simple indeed. The total poll in February was 84 
per cent of the register ; it is hardly conceivable that it 
can be raised sigifificantly higher. If Labour is to poll 
more votes in the next election, they must be the votes 
of people who in February voted Conservative or Liberal 
(the Communist poll was negligible). Is it even faintly 
likely that any “‘ worker ” gave his vote to the Conserva- 
tives or the Liberals because the Labour Party was insuf- 
ficiently socialist ? 

The effect of these facts—which, since February 23rd, 
are accepted as facts by all save a very few of the more 
wishful Labour thinkers—is to put Mr Herbert Morrison 
and his ideas very firmly in the saddle. This is very much 
better than it might have been. Mr Morrison’s talent 
for infuriating his parliamentary opponents obscures 
the fact that he is really a very moderate and reasonable 
man. With him in charge, there is no reason to fear any 
wild experiments calculated to irritate moderate opinion, 
not even such minor examples as could be found in 
“Labour Believes in Britain.” Further nationalisation 
schemes are unlikely, except perhaps for the nationalisa- 
tion of water supplies, which is not very controversial 
and might appropriately find a place in a diluted 
policy. Steel is another matter, since the Act is already 
on the statute book, and it would take a positive Labour 
initiative to defer it, for which the price to be paid in 
party pride may be too high. But there is no doubt that 
Mr Morrison, who never liked the scheme at any stage, 
would like to find some way of keeping it out of the next 
election, where it can do nothing but harm to the Labour 
cause. It may be that M. Schuman has presented him 
with an excuse. Why nationalise steel when it is about 
to be internationalised ? 
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Nevertheless, for all the moderation and sweet reason- 
ableness of a Morrisonian policy, one cannot help doubt- 
ing whether it can possibly do the trick. For a 
“moderate ” policy of this kind would not consist of 
doing anything-new, or of changing any of the things that 
Labour has been doing for five years past—it would con- 
sist simply of doing less of them. Such a policy might 
succeed to the negative extent of making fewer enemies 
for Labour. It might put a stop to the steady drift away 
to the Opposition. But is Labour likely to recruit new 
friends simply by slowing down to a walk ? 

* 


There are only two ways in which the present political 
deadlock can be broken. One is to wait until there is a 
manifest change in the general economic climate. Since 
employment is now full and wages high, a change could 
only be, in electoral terms, for the worse and would cast 
the incumbents of office into the wilderness. In other 
words, this method of breaking the deadlock holds out 
no hope for Labour—unless, indeed, the Conservatives 
are so very foolish as to manceuvre themselves into office 
without a majority and thus be in the dangerous position 
of responsibility when the change in the weather comes. 


The other way of breaking the deadlock—and Labour’s 
only chance—is for one of the major parties to offer real 
leadership, and to offer it to the whole nation. This 
latter requirement may be even more difficult for the 
Labour Party than the former, but it is equally necessary. 
They will not collect any more votes than they have 
already polled if their actions and their words (except on 
special occasions when they remember their party 
manners) are, or seem to be, as directly based upon 
spite and envy as they have been in the past five years. 
If they want to be a majority party, they must reaily 
make up their minds that those sections of the com- 
munity who are not and never will be members of trade 
unions deserve to be not merely tolerated because they 
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have votes but accepted as first-class citizens With 
equal right to pursue their interests and desires. . 
Of what else does leadership consist > Mr Mor; 
is fond of using the word “ progressive,” by a 
apparently means all those people who are, or ought t 
be, on his side. But the description of progtenn: 
ought to be reserved for a policy that can achiey 
progress, because it has faced the real contin, 
problems of the national life and thought out effecti. 
answers to them. Apart from nationalisation—which . 
a change in the outward appearance of industry tathe; 
than in its real nature, and which is now in any event 
be put into cold storage—Labour’s policy has been a 
attempt, not to reconstruct the national economy to cope 
with new tasks, not to change the political and economic 
environment in which the people live, but to keep it 
nearly as possible as it was in 1945. War creates overfyl 
employment and it shifts a large slice of the real nationg 
income into the hands of the wage-earners from thoy 
of the rentiers, the pensioners, the middle class and the 
rich. That was the situation that the Labour Ministers 
found when they took office in 1945 and their every 
effort has been directed to keeping these elements of 
the war economy—together with as many others as ar 
inseparable from them—foz as long as possible. 


In this they have been highly successful, and one can 
share their surprise that it did not pay off better in 
terms of votes. But it is mot a progressive policy, it i 
a conservative one. It is not a policy with which they 
can face the future, or the music. But they do not seem 
to have any other policy, now that nationalisation ha 
gone. To judge by all the signs, the hearts of a cea 
majority of the British people are on the left ; they would 
vote with enthusiasm for a realistic and progressive 
policy if they were offered one to vote for by a party tha 
could make it effective. Dorking reveals no sign tha 
Labour has one to offer. 


Report on Europe 


NOTE of optimism has, in recent months, appeared 

in official comment upon the economic position of 
Great Britain. The effects of devaluation have made them- 
selves felt in increased gold and dollar reserves, in the 
maintenance of high levels of export and in a general 
sense of restored confidence. Since this optimism might 
easily degenerate into complacency, it is as well that the 
Economic Commission for Europe in its “ Economic 
Survey of Europe in 1949 ”"—which fully maintains the 
excellent standard of earlier years—has pulled no 
punches in describing the continued precariousness of 
the economic position in Europe (including Great 
Britain) and the really serious readjustments which must 
be made if the ending of Marshall Aid is not to bring 
with it a grave crisis in European recovery. 

Europe’s internal record for 1949 is in many ways 
encouraging. Industrial production, outside Germany, 
was 25 per cent higher than before the war. The level 
of net investment showed a similar increase of 25 per 
cent even with the inclusion of Germany ; without it 
the figure would be nearer 60. In spite of this large drain 
on national incomes for capital formation, the signs of 
inflation have diminished all over Europe. Intra-Euro- 
pean trade has increased, largely as a result of increased 
imports by Western Germany and Great Britain, and 


it seems possible that devaluation has removed one of the 
persistent obstacles to a more freely working Europea 
payments scheme—the creditor position of Belgium. 
Consumption is generally back to prewar standards and 
in most countries (Belgium and, more doubtfully, Franc 
are exceptions) the share of the national income gom 
to wage and salary earners has increased. Only in agt 
culture has there been little progress to report. Produc 
tion is still 10 per cent below the prewar level. 


The real causes for anxiety lie in Europe's exterd 
balance of payments. Al Europe’s general defct 
with the outside world fell by over $2 billion dunn 
1949, its deficit with the United States fell hardly at a 
and the percentage of ’s im from the United 
States covered by its exports to the United States ¥# 
actually smaller in 1949 than in 1948—21 per cent ® 
compared with 24 per cent the year before. The pit 
of Western Germany was particularly acute since its 
unfavourable balance actually grew from $1,018 milhoo 


in 1948 to $1,115 million in 1949, and its hr 
deficit was virtually unchanged. It is only fair 0 
that part of this was due to heavy German buying 
the autumn of 1949, of which the counterpart 10 
creased German exports fell into*the early months 

1950, and will show up in 


figures in due course. 
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This continuing deficit registers the European coun- 
tries’ failure (on balance) to earn further dollars to 
replace the decline—present and future—of Marshall 
aid. This fact does not concern Europe alone. As can 
be seen from the accompanying table (which is an abbre- 
viation and partial rearrangement of one in the ECE 
Survey), a substantial part of the dollar trade of the whole 
world is being financed indirectly by way of Europe. In 
1949, as in 1948, Europe’s direct deficit with the United 
States amounted to just about $3 billion. Yet the dollars 
spent by Europe either out of Marshall aid or out of its 
own gold and dollar reserves accounted for about $5 
billion. The balance of $2 billion was required by Europe 
to settle the dollar claims of other markets—the conver- 
sion of sterling into dollars played a particularly large part 
in the process. Thus the Survey provides yet more 
evidence that the deterioration in Europe’s balance of 
payments has come about not so much by a vast increase 
in its direct depend- 
ence upon the United 
States—although there 
has been such an 
increase—as by the 
disappearance of its | 
overseas income (a 
process which was 
taken a step further 
in 1948 by the British 
sale of the Argentine 
railways and the liqui- 
dation of a number of 
French and Dutch 
securities) and by the 
transformation of third 
markets from dollar 
earners into dollar 
consumers. 

It follows that not 
only the Marshall Plan 
countries, but the 
whole world economy 
will be affected by 
Europe’s ability or 
failure to find alterna- 
tive sources of dollars. 
It must be admitted 
that the Survey is not 
optimistic about the 
likelihood of any very marked increase. The experi- 
ence of the last year tends to show that the scale 
of imports into the United States is determined 
by the level of its own domestic business activity, 
not by extraneous changes such as devaluation. 
The recent increase in imports is due far more 


(In billions of current dollars. 


USA 


A. The Deficit 

1. Direct deficit 
Goods and services (net)... | 
Private donations......... { - 
Private capital movements. 
Special official financing.... 
Adjustments 


Total direct deficit....... 
. Dollar settlements with third | 
parties 


Total deficit 


. Means of financing deficit 


Financing by international | 


Movement in sterling bal- | 
Wass dds bcks OK na es | 

Movement in US dollar bal- 
ORE EP 


| to the revival of business confidence in America 


after the slight recession of early 1949 than to the lower- 
ing of prices abroad ; this is especially true of primary 
products which are the outside world’s most secure 
source of dollars. But it would take a very confirmed 
Optimist to predict that the present level of American 
business activity will be so much greater by 1952 that 
the balance of Marshall aid will be covered by an in- 
Crease in direct dollar earning. Scepticism is increased 
by the tendency of the United States to grow in self 
Sufficiency with each new wave of economic expansion. 

The causes which prevent Europe from forecasting 
Sreat increases in its to the United States also 
discourage the idea that third markets will earn surplus 


THE FINANCING OF EUROPE’S OVERSEAS DEFICIT 


A plus sign indicates the receipt of funds 


by Europe ; a minus sign indicates the payment of funds by Europe.) 


Government grants........ +31 | ; 
Long-term capital movement |+1-3 |+1-3 


RMETONIIOIR.. i oc ceo tse ss 14+-0°3 Bo i-Q- eer 6 
—O°2: fv ive 
Gold movements.......... +0:9 —0-3 


4-5-4 |40-7 46-1 +5-0 |—0-9 44-1 
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dollars which Europe can hope to secure by way of third- 
party trade. About 70 per cent of the United States 
imports are provided by Canada, South America, and 
the Philippines. At present, they all have unfavourable 
balances with the United States—a normal position for 
Canada, but in the case of Latin America representing 
a change from a favourable prewar balance of $200 
million to an unfavourable balance of $300 million 
in 1949. It is not easy to expect a rapid or total reversal 
of this position. There remains the possibility of wiping 
out the $2 billion at present paid in extra-European 
dollar settlements by a tremendous drive to oust Ameri- 
can exports from Latin American and sterling area 
markets. Devaluation has already had some effect. 
Between December, 1949, and February, 1950, British 
exports to Canada, Venezuela and Uruguay,rose by 32 
per cent compared with the comparable period a year 
earlier and American exports fell by 16 per cent. For 
Australia, New 
Zealand and Malaya 
the proportions were a 
British increase of 34 
per cent and an Ameri- 
can fall of 31 per cent ; 
for Indonesia, Egypt, 
Iran, Siam, Switzer- 
land and Belgium, a 
British rise of 21 per 
cent and an American 
decrease of 33 per cent. 
But the Survey esti- 
mates that in order to 
secure anything like a 
saving of $2 billion, 
European exports 
| would have to replace 
—5-0 |+0-9 |—4-1 59 «per cent of 
| America’s present ex- 
ports to third markets, 
2-6 |-40- ' a formidable task in 
| view of the fact that 
the first priority in 
world trade today is 
given to heavy capital 
coe Ee es equipment and that it 
Oo? (ros 8" | is in this field that 
America’s competitive 
advantage is most 
keenly felt. Nor is the Survey over-hopeful of 
Europe’s ability to switch its purchases from wes- 
tern hemisphere supplies to alternative sources at 
comparable prices. One of the marked phenomena 
of the postwar period has been the increase in the 
New World’s share of world production of basic 
raw materials. Its share of wheat production has 
risen from 21 per cent to 33 per cent, of maize 
from 66.9 per cent to 76 per cent, of rubber from 
0.1 to 25.7 per cent, of tin from 21.3 to 33.6 per cent. 
The list could be continued at length. It shows not only 
America’s self-sufficiency but the increasing difficulty 
of dispensing with the western hemisphere as a source 
of supply. The Survey also contains the first explicit 
warning of the likely impact on other European produ- 
cers and importers of the return of western Germany to 
competitive economic activity. Before the war, 25 per 
cent of Germany’s trade was absorbed by eastern 
Europe, but at present east-west trade is only a trickle. 
Part of the gap is filled by American financing of the 





1948 1949 (Provisional) 
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German trade deficit to the tune of a billion dollars a 
year. When these grants cease, Germany will become a 
keen competitor for dollar markets and for non-dollar 
sources of foodstuffs and raw materials. It is already 
competing with Britain for Danish agricultural supplies, 
but the pressure is nothing to the demands the German 
market will make once it has to secure the imports neces- 
sary to maintain a vast export programme designed to 
make good the loss of dollar grants. 


One last adverse feature deserves comment. The 
foregoing table shows that in spite of the net of 
exchange control protecting Europe, the movement of 
capital has aggravated the problem of the European 
balance of payments considerably in the last three years. 
Part of the $800 million transferred on private account 
has been legitimate investment. Part, however, repre- 
sents a flight of capital, driven by a loss of confidence. 


From this realistic, if discouraging, report on the 
likely development of Europe’s balance of payments, the 
Survey draws two conclusions. The first is that the only 
policy open to European governments is to prepare plans 
whereby their dollar exports can be tailored to match 
their likely dollar earnings which, in the opinion of ECE, 
will not much exceed $2 billion a year. Such a cut, if it 
were confined to dollar goods, would not ruin the Euro- 
pean recovery ; the heavy cuts already made since 1947 
have been digested, partly as a result of Europe’s own in- 
creased production. But it is perfectly obvious that if 
these cuts had to be extended to non-dollar trade as well, 
the world’s commerce would be ruined and many 


NOTES 


Atlantic Pact Cabinet ? 


“When in doubt form a committee” has long been an 
axiom of the ministers and officials whose job it is to make 
a team out of the twelve governments associated with the 
Atlantic Pact and Western Union. The axiom is beginning 
to lose its usefulness ; indeed, any addition to the machinery 
.of consultation, planning and decision must be looked at with 
deep misgiving—unless the latest creation shows signs of 
being the committee to end committees, or at least reduce 
them. 


Perhaps that stage has now been reached. The council 
of twelve deputies of the foreign ministers, created last week 
by the Atlantic Council, will find their work intolerable if 
something is not done to streamline the vehicle which they 
are to drive. It is clear that they have the powers and oppor- 
tunity to do so: their job is to co-ordinate the existing 
defence, defence-finance, and economic committees, to carry 
out policy and to formulate proposals for the Council. More- 
over, they have been told to produce “ tangible ” results by 
September, when the foreign ministers meet again in’ the 
United States. 


Here, in this body of deputies, is something much more 
like the vague shape of a super-national authority than any- 
thing yet suggested. Indeed, there is a fair prospect that 
its work will confirm the view (repeatedly expressed in The 
Economist) that forms of unity will be more quickly found 
in the course of work on defence than in any other activity 
of the western allies. For the deputies have not only to 
co-ordinate ; they have also to initiate. And if, in framing 
proposals for action, they can develop a common point of 
view, which is not subject at every stage to revision by the 
instructions of individual governments, then policies should 
emerge which cabinets will find it difficult to reject. In short, 
all depends on whether the deputies set out to be a body of 
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national economies would be smashed. Once again ; 
is demonstrated that the principle of non-discriminat; : 
however admirable it may be in theory or may haye ‘i 
in the practice of another age, would be calamitous tt 
were applied in a world dominated by a dollar sho : 
that has every appearance of being permanent, If 
were a possibility, over and above those now visible af 
a permanently higher flow of American dollars, the policy 
of non-discrimination would have a chance. But that i 
a matter which only the Americans themselves, and cer. 
tainly not the Europeans, can determine. 


The second conclusion is that, whatever course is 
adopted to bring the world’s trading accounts into equi 
brium—whether by discrimination against American 
exports or by devising a larger permanent flow of dollar 
—the chances of success depend entirely upon the maip. 
tenance in all countries, but most particularly in America, 
of a high and stable level of activity and employment 
German production cannot be absorbed, nor can the 
present level of European sales to the United States be 
maintained, if there is a serious slackening in economic 
activity either in Europe or in the United State, 
The moral to be drawn from this is not simply to sy 
that another depression in unthinkable. On the contrary, 
it would be wholly unrealistic to suppose that the quite 
unprecedented high levels of activity that have prevailed 
for five years of peace will go on for ever. Some down 
turn is quite inevitable. The urgent task is to be ready 
for it when it comes and, by elasticity and quick readjus- 
ments, to prevent it from developing into a serious slump. 


THE WEEK 


representatives or a collection of delegates. If they becom 
the former they will develop authority and capacity fo: 
action; if the latter they will be just another committee. 


* x x 


Tanks or Teeth 


Three other ticklish questions were faced, if not solved. 
by the foreign ministers’ meeting. First, they decided 
bring the United States and Canada into “ inform 
relationship ” with the Organisation for European Economk 
Co-operation (OEEC). If that can be done effectively, thes. 
in 1952, when the Marshall Plan ends, there should be » 
question of the present joint economic effort of the Atlante 
group coming sharply to an end, or of the OEEC itself comm 
under the authority of the more exclusive Council of Europ’ 
The pattern is not precise, but the view was expressed 
that “the development and strengthening of the economt 
ties of this community may in future require formal organs 
tional expression.” This looks like a clear acceptance of th 
British view that it is more important to attach America and 
Canada, however loosely, to the continent than it is to Ue Uf 
western Europe into a neat parcel. 

Second, the first emphatic references have been made ' 
“joint forces,” with a concession to the British view - 
allowance must be made, in creating these, for outs 
commitments,” For some months now the opinion has beet 
growing among the Government’s service advisers that 1m 
grated European forces can be created and that Britain shot 
make its contribution to them. And hard facts are oo 
advisers on finance and production to the parallel a 
—that the Atlantic Pact bill can be met only if its meme 
divide their tasks and combine their resources according 
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a thrifty and businesslike plan. Just what part the Americans 
would play in such arrangements is not known; but by 
pressing hard for acceptance of the idea they have incurred 
some moral responsibility for taking part in its execution. 


Third is the discomforting fact that defence plans have 
outrun by several laps the ideas and estimates of finance 
ministers. Here there has been a serious lack of foresight. 
To allow staff officers to work for two years on their defence 
plans without—in the British case—any representative of 
the Treasury being available to see how they made their 
estimates and what arguments they would use to defend 
them was to leave the way open for serious collision between 
Mr Bevin’s foreign policy and Sir Stafford Cripps’s budgeting 
—and indeed, between foreign and finance ministers in 
other countries. One result was that ministers seemed 
uncertain during the conference whether guns should now 
rank equally with butter, or whether butter had had too 
much prominence, or whether guns had had the pull over 
butter, Possibly guns and butter are no longer the appropriate 
antithesis ; perhaps it should be tanks and teeth. 


Heirs of Himmler 


If the public is to understand the real function of 
the 50,000 men of the Bereitschaften in the Soviet zone of 
Germany, it is no use calling them “alert squads.” The 
French police has alert squads for special security duties, 
but they are neither armed with artillery and armoured 
vehicles nor put through a stiff course of political indoc- 
trination. A more adequate description of this important 
body of infantry is “ Communist SS,” for its organisation 
and training can be traced directly back to Himmler’s 
Verfuegungstruppen (troops for special duties). 

Himmler’s guards began as internal security troops and 
ended as the notorious and formidable armoured divisions of 
the Waffen-SS. Their Communist successors are an élite, 
chosen with care over the last three years; about their 
purpose the evidence given by deserters and other sources 
leaves no shadow of doubt. They will be available for any 
job that the Communist Government of eastern Germany 
thinks urgent and dangerous, now or in the unpredictable 
future. Mr Bevin had good reason for suggesting on 
Wednesday that their role would be to play a decisive part 
in a German civil war. It is significant that their chief, 
Wilhelm Zaisser, is the former General Gomez of the Spanish 
Civil War. He is now Minister of State Security, claiming—if 
not exercising—jurisdiction over all Germany. 


The Notes of protest sent to Moscow on Tuesday by the 
American, British and French governments were tardy but 
otherwise well-timed. Their Foreign Ministers had decided 
last week against the rearmament of the western Germans 
—not that there had ever been any formal proposal for 
rearmament either from the Allied or the German side—so 
that they are on firm ground in accusing the Russians of 
breaches of the Potsdam Agreement. Events will probably 
show, however, that the protests will have no practical effect, 
useful though they may be in reminding people in eastern as 
well as western Europe of the contrast between the protesta- 
tions of the peace campaign and the practice of the Soviet 
Government. To dissolve the Bereitschaften now would be 
to dislocate a carefully worked-out programme for establish- 
ing the undisputed supremacy of the Grotewohl Communists 
by the end of this year, and so preparing for the next 


ily winning of western Germans to the “ National 
ront, 


It is worth remembering that the selection and training 
of these men began eighteen months before there was any 
discussion at all, here or in America, of the part that the 

nn Government might eventually play in the defence of 
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western Europe ; also, that the Berettschaften plus the police 
give Communist Germany a trained force of some 200,000 
armed men. 


Action from the TUC ? 


The General Council of the TUC has again been ia 
anxious conclave in an effort to determine its attitude to 
wage increases. The union leaders are aware of the economic 
Necessity to maintain the policy of wage stabilisation, but 
they know that they themselves would be powerless to arrest 
a general surge of wage demands. At the same time they 
feel bound to resist the idea of a national wages policy, 
determined and enforced by the Government, which has been 
gaining ground in Whitehall, since such a policy would 
destroy the principle of collective bargaining and with it 
the importance of their own positions. The idea of a central 
arbitration as developed in Holland has been ruled out for 
the same reason. But, behind the facade of a verbose and 
meaningless statement issued on Wednesday, it appears that 
the General Council has conceived the idea of making itself 
into the arbiter on the fitness of wage claims, and that it will 
invite unions with claims to seek its guidance. The effect 
of the individual claim can then be related to general 
economic policy and priorities can be allotted accordingly. 
If the General Council has the authority and the energy to 
get itself accepted as a central wages council, it would be 
an important development. Hitherto it has been so chary of 
treading on the toes of the unions that it has refused to 
accept any suggestion for the central correlation of wage 
claims. 


The TUC will have to work fast if it is to prevent the 
growth of wage demands. The awarding by the Civil Ser- 
vice Arbitration Tribunal of £1 a week to prison officers is 
significant in showing that the tribunal has not taken 
literally the instructions of the Treasury not to negotiate 
on wages in the civil service. Delegates to the annual 
conference of the Civil Service Clerical Association, encour- 
aged by this apparent relaxation, have authorised their leaders 
to submit a new claim for increased salaries. The conference 
of the Union of Post Office Workers, after first endorsing 
the TUC’s wage restraint policy, then continued with 
splendid illogicality to carry a resolution opposing wage 
restraint. The Tobacco Workers’ Union are threatening 
to take a two year old claim for a £6 minimum out of storage. 
The miners and the railwaymen are searching for the best 
way to reopen claims for their lower paid workers, claims 
which, if they were to succeed, would widen the rift between 
the craft and the general labour unions. The TUC must 
speedily try to make the whole union movement realise that 
only by co-ordinating and sifting wage claims can a resur- 
gence of inflation, and thereby general chaos and unpopularity 
for the movement, be prevented. 


* * * 


Shaking the Featherbed 


Mr Stanley Evans has a unique capacity for stirring up 
hornets’ nests. His renewed indictment of “ featherbed 
farming ” in Parliament last week has provoked an angry 
rebuttal not only from the National Farmers’ Union but 
from the Minister of Agriculture. The NFU described 
some of his statements as “fantastic” and “ grotesque,” 
and Mr Williams went out of his way to second the verdict. 
Certainly Mr Evans may have over-embellished his case. 
The NFU was able to point out that the turnover of British 
agricultural production was £850 million and not the £591 
million quoted by him, and that this represents nearer 40 
i cent than 33 per cent of the nation’s food supplies 
although this higher figure is only obtained by giving an 



































1160 
undue weighting to the calorie content of home milk pro- 


duction). But neither the NFU nor the Minister managed 
to deal adequately with the main point in Mr Evans’s argu- 
ment—which is that the taxpayer and the consumer between 
them are paying an excessive price for the amount of food 
which they receive from domestic sources. 


The Minister’s arguments were strange in the extreme. 
Nobody, he suggested, grudged farm workers a 200 per 
cent rise over their prewar wage. Therefore, was a 350 per 
cent rise in farmers’ incomes so unreasonable, having regard 
to their low prewar level and to the fact that 6s. 9d. in 
every {1 of profit was at present being ploughed back in 
order to expand output ? Mr Williams spoke as if this fact 
showed a unique display of public spirit on the farmers’ 
part. What it really shows is that the taxpayers’ money is 
enabling farmers to increase their assets at a rapid rate. No 
doubt the nation needs more food, and pee a deliberate 
inflation of farmers’ incomes is the only way to obtain it. 
But the high cost to public funds of getting additional out- 
put in this manner ought to be explained to the public. It 
is extraordinary logic to wrap up donations on the part of 
the taxpayer as if they were sacrifices on the part of the 
farmer. 


In any case, arguments about whether farmers’ profits are 
“ reasonable” quite miss the point. The whole economy 
will speedily come to ruin (as it is likely to do) if industries 
are guaranteed “reasonable” profits, generously estimated, 
irrespective of the efficiency or lack of it they show or of what 
the consumer wants or can afford. The Government has 
interpreted the guarantee to British agriculture in such a 
way as to insulate it completely not only from the effects 
of foreign competition but also from the limitations of con- 
sumer demand. Farmers can hardly be blamed if they lie 
on an Officially prepared featherbed, but it is improbable that 
it is in their own interests to do so. Mr Williams remarked 
that it was the aim of Government agricultural policy to avoid 
another tragedy like the repeal of the Corn Production Act 
in 1921, but his policy is likely to produce just such a result 
by ee driving the predominantly urban taxpayer into 
revolt. 


The Cost of the Kotow 


Since Britain on January 6th recognised the so-called 
People’s Government of Mao Tse-tung as the legal govern- 
ment of China, a representative of His Majesty’s Government 
has been trying in Peking to obtain for Britain the priceless 
privilege of diplomatic intercourse with China’s new rulers. 
He has not so far been required to perform the ceremony 
of the kotow, but he has been put publicly in the 
humiliating position of being rejected as a suitor for diplo- 
matic relations. This is the result of the Foreign Office’s 
decision not to wait for concerted action by the United States 
and France, and to separate itself from its principal allies 
on a major issue of Far Eastern policy. 


Among the grievances on account of which the Chinese 
Communist Government has declined to enter into diplomatic 
relations with Britain are the British action in abstaining 
from voting in the Security Council and other Uno bodies 
on the question of Chinese representation ; the detention of 
some seventy grounded civil aircraft in Hongkong pending 
litigation to decide whether they are y Chinese or 
American property (the American company which claims 
them is appealing to the Privy Council against a Hongkong 
court decision); restrictions on immigration from China into 
Hongkong ; the censorship of Chinese books and newspapers 
in Hongkong and Malaya, and so on. 

When Britain accorded recognition it was emphasised 
that the act was unconditional and that no attempt 
was being made to impose terms. Learned authority 
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was quoted—and promptly refuted—to show that Matte 

of dispute should be discussed after, and not before the 
opening of diplomatic relations. And it was suggested tha 
Britain would benefit by “ recognising the facts” in Chin, 
Instead, what has happened ? Recognition has put new hear 
into the Malayan terrorists and set every Chinese wondering 
whether the British have started once again to ieee 
British merchants in China suffer crushing taxation, iliep, 
levies and extortion, restrictive regulations and gross di. 
courtesy. The prospects held out to them in Shanghai by 
the Communists have proved false, and some of those firms 
who believed in them face bankruptcy. American and Britis, 
policies in the Far East have fallen out of step, both in the 
capitals and at Lake Success. 


Nothing whatsoever has been gained and much has been 
lost by a decision which Mr Bevin took against the weight 
of all informed outside opinion. In the House of Common 
on Wednesday he was able to place against these facts only 
the conviction that, in the long run, it would pay to have 
shown the Chinese that they would not be left to face thei: 
Russian allies alone. 


Turkey’s New Leaders 


If proof were needed that the Turkish Democrats were 
surprised at their overwhelming success in the elections, it 
was there for all to see when their parliamentary group 
met to select candidates for the presidency of the Republi 
and other offices. No cut and dried plan was ready. Before 
the meeting Mr Celal Bayar, the leader of the party, was 
said to be reluctant to stand for the presidency, feeling tha 
he could do more for his country as premier and leader of 
the party than in any other post. e candidates tipped 
for the presidency were either Judge Halil Ozyiirik, pres- 
dent of the Court of Cassation, or General Ali Fuad Cebesoy, 
a soldier noted for his honesty and fair dealing, who had 
lately resigned from the Republican People’s Party to stand 
as an independent, though with Democratic support. After 
debate, however, Mr Bayar was persuaded to change his 
mind. When the Grand National Assembly met, therefore, 
his party voted him into office as third President of the 
Turkish Republic. 


For the first time, therefore, Turkey is led by a man 
whose formative years were spent in banking and not m 
the army. He was Minister of National Economy in the 
Republic’s early years and again during the world crisis od 
the thirties. He is not only an administrator of repute but 
enjoys a good name for straightforwardness and honesty. 


As always, the accession of a party to power after yeats 
in opposition called for rewards to loyal members. It wa 
obvious that both Adnan Menderes and, Fuad Kopriilii would 
be called to high office. They become Prime Minister and 
Foreign Minister respectively. The former, who is 51, bi 
solid knowledge in the field of economics and agriculture; 
the latter is widely known as a scholar. Both, judged by 
their opening statements to the Press, intend to concentrilt 
on completing or improving work in hand before introducing 
changes. Above all, there is to be mo change ® 
foreign policy. A manifesto from party headquarters sult 
that everything possible will be done to make the Oppositi? 
“ feel secure under the laws of the country.” a 

The Opposition is appreciative of this attitude, 
responded soberly with articles on the role that is open 
ex-President Inénii as a ition leader. “We 
who are in the position of the a ” writes the leading 

ition paper, “ will never shoulder the moral a 
bility of disturbing the mild and courteous tone To, 
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tion of how a people which, until 1920, was politically hide- 
bound and backward, can grow to full stature in a single 
generation, by the exercise of common sense and by good 


jeadership. 


* * * 


Economics of Parenthood 


The fifth volume of memoranda presented to the Royal 
Commission on Population* is mostly concerned with the 
questions of parenthood as they affect not the community at 
large but the individual family. The conclusion to be drawn 
from the first memorandum, by Mr J. Hajnal and Professor 
A. M. Henderson, is very much what common observation 
would convey: that on balance economic and fiscal changes 
since the thirties have favoured the larger family. Apart 
from actual family allowances, it is the larger family which 
benefits most from the food subsidies and from school meals ; 
and with higher incomes all round, many more large families 
than formerly benefit from income tax reliefs. Except for 
the very lowest income groups, however, all these ingeniously 
calculated factors together come nowhere near to com- 
pensating for the extra cost of each child ; they cover about 
half of it at the standards represented by a prewar income of 
6os. a week. Nor, of course, do they bear any useful relation 
to what in many cases is the heaviest cost of parenthood—the 
loss of income when the wife gives up paid employment, a 
cost actually increased by the income tax reform that ended 
the traditional anomalous penalty on married women’s 
earnings. 

Mr Harrod takes up the story where this analysis drops 
it, and puts up what in a society less obsessed with equality 
and more interested in equity would be an unanswerable 
case for the principle of compulsory family insurance beyond 
the level (taken as £250 a year) when the flat rate allowance 
is important. The endowment fund should be financed by 
payments of 1s. in the £ on incomes, and the endowments 
should be similarly related to income on such a scale that, 
given actuarial accuracy (a stiff proviso), each income group 
would get back exactly what it paid in—the redistribution 
of income being from the childless or one-child family to the 
larger family, not from one group to another. The results 
as tentatively set out by Mr Harrod are calculated to warm 
the heart of the family man, which, however, may well cool 
rapidly as he reflects that by the time (if ever) that public 
opinion has worked round to this scheme, and the experts 
have cast it into workable shape, his family will long have 
ceased to qualify for benefit. 


* * * 


Intelligence and Size of Family 


The documents on the economic position of the family 
have a special bearing on the memoranda, published in the 
same volume* of papers, on the relation between intelligence 
and fertility. For the independent investigations of many 
experts, carried out over a generation, leave no room for 
doubt that there is a negative correlation between intelligence 
as measured by intelligence tests and the size of family to 
which the child tested belongs ; in other words, that on the 
average the more intelligent have smaller families than the 
less intelligent. On this the experts, at least those whose 
views are given in this volume of papers, agree, and the 
Royal Commission on Population accepted their dictum, 
as well as the opinion that a large part of intelligence is 
inherited. Where the experts disagree is on the effect this 
differential fertility between the more and the less intelligent 
is likely to have on the future intelligence of the nation. 

Some experts estimate that the effect will be serious, and 
Sir Cyril Burt produced to the Royal Commission a table 
showing that if the rate of decline in intelligence through 
differential fertility continued for fifty years, at the end of 

* Py Saal aimee sr cea emer sree tert ernie tres Sergent eae ae 
HMSO, 10a eK: Commission on Population: Vol. V, 
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that time the number of children of scholarship standard 
(that is, of present scholarship standard) would be halved 
and the number of feeble-minded doubled. Other experts 
dispute this pessimistic conclusion, partly on the grounds 
that, as part of intelligence is influenced by environment, 
the improvement in environment will offset the fall in intelli- 
gence due to differential fertility, and also on the grounds 
that natural selection may have a more favourable effect 
than the pessimists predict. 


Like the Royal Commission we must leave them to dis- 
agree. But it is worth noting that Sir Godfrey Thomson’s 
recent tests on Scottish children did not show a fall im 
intelligence compared with those of the same age tested 
fifteen years earlier. On the contrary, the children’s scores 
were higher, though the negative correlation between intelli- 
gence and size of family was again confirmed. This, of 
course, may well be explained by children’s far greater 
familiarity with intelligence testing in 1947 than in 1932, 
quite apart from the improvement in their environment. 
But even if the pessimistic view on the future of national 
intelligence is somewhat discounted, it would appear to be 
plain common sense to try to remove the economic factors 
that at present induce the more intelligent to restrict the 
size of their families. 


* x * 


End of Points 


The truncated points system did not survive very long. 
At the end of last week, Mr Webb announced that all goods 
would be removed from points rationing forthwith, thus 
bringing to an end a system of rationing that had been in 
force for about eight and a half years and had in its time 
served consumers very well. He is certainly to be congratu- 
lated on what in these days must be considered a bold step, 
which will enable his Ministry to save some 1,000 staff and 
eliminate some 25 million forms, besides saving the tax- 
payer about £300,000. One point-of criticism may, how- 
ever, be made. In abolishing points rationing Mr Webb 
has abolished only one part of the control over the foods 
in question. Supplies of them cannot be increased to meet 
any increased demand because the Ministry of Food still 
either allocates the raw materials, as in the case of biscuits, 
or else is directly responsible for imports, as in the case 
of dried fruits. But if supplies of a commodity cannot be 
increased, there are only two ways of adjusting demand to 
supply—rationing or allowing prices to move. The logical 
consequence of the end of points rationing would therefore 
have been the removal of price control from the rationed 
goods—which Mr Webb has not done. It would be a serous 
setback to the cause of decontrol if the trade in unrationed 
biscuits were to go the same way as the trade in unrationed 
sweets, 


* * * 


New Zealand Saves on Subsidies 


More details are now available of the reduction of the 
subsidies on food and other consumer goods in New Zealand 
on May 5th. Mr Holland, the Prime Minister, has set out 
in a long statement the reasons for his Government’s action. 
He accuses his Labour predecessors of extravagant expendi- 
ture and of setting in train inflati tendencies which were 
undermining the stability of New Zealand’s economy. It was 
imperative, therefore, that Government expenditure 
be reduced if stability was to be restored. Mr Holland 
maintained that the subsidies, which were running at 
rate of £17 million a year—that is, at about £8 ros. a hea 
of population compared with the British figure, which until 
recently was about £8 16s. a head—were not justified in 
present circumstances ; they merely served to conceal from 
the public the true facts about prices and costs. 
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. The reduction in subsidies amounts to £12 million. The 
following table shows the resulting differences in prices of 
the principal items affected: 


NEW ZEALAND SUBSIDIES 


Cost | New Price Old Price Increase 
| —— 

s. 4. | s. d. s. d. i s. d. 
Cae Wh os casey keno SA ey .eLoes 
Datiet Te .. siwassokh same 2 4 2 0 ie i 0 6 
Bread (2-Ib loaf) ........... | 09 0 7 os | 0 2 
Blithe leis oes oe ats 3.2 i 2 8 | 2 4 | 0 4 
Eggs (dozen)*......... co 4 2 { 3 10 0 4 


* Heavy grade. 


The coal subsidy of £2,250,000 and the wool subsidy, 
which next season would have been about £1,350,000, are 
also to be abolished; rail freights, which were in effect 
subsidised to the extent of £2,350,000, are to be increased. 
Altogether, the Government estimates that the cost of living 
index will be increased by approximately 4 per cent. Wages 
are to be allowed to rise and several claims have already 
been put before the Arbitration Court. Special measures 
are to be taken to protect those living on pensions or on 
small fixed incomes. 


Mr Holland has acted wisely. The subsidies amounted 
to roughly one-seventh of the total of government expendi- 
ture ; they served to create in New Zealand, as they do in 
Britain, the atmosphere of a Never-Never Land in which 
few understood the price that was being paid to maintain 
their apparent standard of living. The test of Mr Holland’s 
action, however, will be the budget which is due to be 
presented in July or August. If it can be balanced without 
recourse to such measures as those of the previous govern- 
ment—which, according to Mr Holland, apparently created 
£26 million of paper money to pay off some of its debts— 
then there should not be much danger of inflationary ten- 
dencies, inherent in rising prices and wages, getting under 
way. The reduction of subsidies, if it does nothing else, will 


at least inject some degree of realism into the New Zealand 
economy. 


Shorter Notes 


The untimely death of Hargreaves Parkinson is a sad loss 
to the profession of financial journalism. Parkinson was a 
member of the staff of The Economist for fifteen years and 
had been Associate Editor for some three years in 1938, 
when he resigned to become editor of the Financial News 
and later (after the merger of the two papers) of the Financial 
Times. His service to the profession—and it was a great 
one—was to raise Comment on investment matters from the 
level of Throgmorton Street tipstering to that of close and 
reasoned analysis. He brought the art of investment and 
the science of economics together and his best book, 
“Scientific Investment,” was properly named. His shrewd 


and kindly cheerfulness, will be greatly missed by those who 
worked with him. 


* 


On Wednesday Mr Maurice Webb announced that 
Sir Leslie Plummer, the chairman of the Overseas Food 
Corporation, had been relieved of his position. It had not 
been expected that Sir Leslie would long survive Mr 
Strachey’s translation from the Ministry of Food and Mr 
Webb has executed the coup de grace which was inevitable. 
despite previous official statements of the Government’s 
confidence in Sir Leslie’s ability. Informed observers both 
in Britain and in East Africa were virtually unanimous in 
condemning his handling of the groundnuts scheme, and in 
particular his relations with the senior staff of the Overseas 
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Food Corporation. It is to be hoped that hi 
when he is named, will prove to be a man wh 
public confidence in the validity and 
Overseas Food Corporation. 


S$ SUCCEssor. 
© will revive 
Competence of the 


* 


The delegates at the Commonwealth conference at Sydne 
on economic aid for South-east Asia have, as was expectes, 
overcome their differences and agreed to a sensible com. 
promise. The Australian wish for immediate action a 
been met by a decision to set up a scheme, Costin 
£8,000,000, for technical help in South-east Asia within the 
next few months, the British p'ea for a more cautioy: 
approach has been satisfied by a request to all countries sect. 
ing aid to prepare and offer detailed plans by September is, 


The final communique of the conference, which was pub- 
lished last Saturday, contains six recommendations for the 
member governments: the development of South-east Asia 
to be undertaken in progressive steps over six years ; nop- 
Commonwealth governments of South-east Asia to be 
invited into association with the Commonwealth aid plans : 
each country needing a'd to prepare schemes by September 
Ist; a meeting of member governments to be called in 
London in September to consider the schemes ; the plan 
for technical assistance already mentioned ; and a Common. 
wealth bureau, to be established in Colombo, to co-ordinate 
the technical aid schemes. 










Improvement for the People 


Sik,—Your timely article on Socialism in England .. . 
will perhaps enlighten some of those benevolent in- 
dividuals who . . . seem too apt to do permanent mischief 
for a temporary good. It is amazing indeed that any one 
should conceive there can be any social organisation from 
which the competitive element is attempted to be 
banished. This error mainly springs from the want of a 
clear perception that “ production” (which endows us 
with all material wealth), cam never be carried to 100 
great an extent in all articles ; and therefore competition, 
which stimulates production, is an essential good. But in 
exposing the fallacies in the views of those theorists who 
imagine that competition is an evil, per se, and ought 
therefore to be set aside, I conceive you ought to have 
shown how the associative principle can be made legiti- 
mately to conduce to the good of society, as well as how 
it can not. Do you object to the principle of co-operation, 
or is it merely to the artificial method of its applica- 
tion? ... Are there not means and ways of our availing 
ourselves of the co-operative principle to effect in some 
degree the more equal “distribution ” of wealth, while 
we retain competition in all its activity to stimulate the 
“ production ” of wealth? Our social organisation is ever 
in a transition state... . The law of change is a natural 
law, hence the transitions of our social and political life 
(and indeed of our economic, moral and religious life a!so). 
Our social, as well as our religious life, has its doctrines 
(from time to time) first questioned, then contested, and 
finally changed or modified. But the mistake is often 
made (as in this instance) of supposing that in passing 
thrcugh our transitions we are to abolish one principle 
in order to substitute another, whereas the fact is, we 
simply modify the action of the principle by the more 
extended development of some other. . . . We should .. - 
have practical demonstration that the two principles, 
competition and association (alias “ christian socialism if 
they will), are not antagonistic ; but that, in their united 
action, they will give not less wealth to the few, but more 
wealth to the many. I remain, sir, your obedient 
servant, S. O. 


The Economist 


May 25, 1850 
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THE WORLD’S BEST 


Via the Mississippi 


Along the waterway where once the showboat 
brought entertainment to Mississippi townships 
modern newsprint is now transported speedily and 
economically, It is a three thousand miles long story, 
beginning in the Canadian Province of Newfoundland 
and finishing at Nashville, Tennessee. It starts at 
Bowaters Corner Brook mills, where newsprint is loaded 
on to ships and transported up the St. Lawrence river, 
through the Great Lakes, to Chicago. Here the 
newsprint is discharged into great barge trains—one 
being 225 feet longer than the “Queen Mary”’. 
From here to Nashville, Tennessee the barges follow 
the traditional river highway to the deep south. 
Down the Illinois, the Mississippi, the Ohio and the 
Cumberland rivers newsprint journeys in the wake of 
the long-gone showboat—along fifteen hundred 
miles of water that by-passes railroads and high 
freight charges. An important advantage of this 
overland waterway transport is the lessened risk of 
damage to the newsprint rolls—another instance of | TAC K shai 
the customer service which has become so closely 
associated with the Bowater Organisation. 


this essential quality in the manufacture 
of high-grade paints and printing inks 


Issued by can be met successfully by the use of... 
THE BOWATER PAPER CORPORATION LIMITED , 


GREAT BRITAIN CANADA AUSTRALIA SOUTH AFRICA Alumina 
U.S.A NORWAY SWEDEN W7Inge 
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The table below shows some of the goods that LS 
British Guiana bought from Britain in 1948, (XK 
There is a market, too, for many other British 
products. Write for our new booklet 
*‘ Overseas Markets’. It contains detailed 
trade tables for British Guiana and other 
territories where the Bank has branches. 





TOTAL 1948 U.K. EXPORTS TO THE TERRITORY WERE £3,493,000. THESE INCLUDED 
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BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS) — 


HEAD OFFICE: 54 LOMBARD STREET, LONDON, E.C.3 


























*Jllustration : Courtesy of Mr. E. 
W. Laugley and Messrs. Hoopar & 
Ce. (Coachbuilders) Lid., London, 


Whenever Export figures are quoted there comes the 
accustomed reference to ‘ expert British Craftsmanship.’ 


But... have you ever stopped to ask yourself 


“Who are Britains Craftsmen?” 


Introducing Ernest Langley. He started as a forgotten. ..even though it may no longer 





smith in 1899, specialising in coach building be easy to throw the limelight on one 
work. His hammer has shaped ironwork for man, or one part of the process? 
undercarriages of Reyal coaches and, in later And must there not be crafismanship at 


years, luggage grids, seat fittings, structural every stage if the finished article is to be 
ironwork and bumpers for the superb luxury a masterpiece? Monsanto think so and 
cars included in Britain’s impressive total of they follow this rule in making chemicals 
vehicles for Export.* for a long list of British industries. 

With chemicals for tanning, chemicals 
But ...does craftsmanship mean only for paints and varnish, chemicals for 
hand-craftsmanship? When the wood preservation, Monsanto play an 
motor car industry adopted mass important part in the great body-building 

production, was craftsmanship firms of the Car industry. 


Monsanto make over 200 chemicals for use in industry. 
Of widely varying application, they all conform to the 
highest standards of craftsmanship inchemical manufacture. 


MONSANTO CHEMICALS LIMITED 
8, Waterloo Place, London. S.W.1 
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Letters to 


Financing Western Defence 


Sir,—Although the concept of financing an international 
common cause on the basis of a common percentage of the 
national income provides a sound first step (it was a Roosevelt- 
Truman recommendation for sharing the money costs of 
World War ID), considerable further refinement is needed 
if the approach to this subject of the Foreign Affairs Com- 
mittee of the US House of Representatives is to be further 
pursued. In their Report No. 1265 the committee say 

The idea of the North Atlantic nations working together in 

a pattern of unity, each contributing in the full measure of its 

capability to the common defence and each receiving assistance 

in the measure of its need, is the pattern of policy which this 

Bill presents. 

What is surely needed to give effect to this new partner- 
ship in the financial field is a system of joint contributory 
responsibility which all citizens, of whatever income, can 
recognise as fair all round. From this point of view, a common 
percentage of the national income leaves much to be desired, 
owing to wide differences in income per head, to differences 
in income dispersion about the national averages, and to the 
need for a progressive as distinct from a proportionate inci- 
dence of the levy. Immense as are the difficulties of inter- 
national income comparisons, it would seem that the only 
acceptable approach to fair shares would be by way of the 
estimated national yields of an agreed progressive tax uni- 
formly applied throughout the area.—Yours faithfully, 


The Beeches, Gravelly Hill, Caterham J. L. Grsson 


Poverty and Socialism 


Sir, —The reader who does not miss a single line of your 
paper is indeed well rewarded. Thus a recent quotation from 
The Economist a hundred years ago gives ample food for 
thought. It ends on this note: “. . . we can rely on the 
coming prosperity of the community to release us from all 
fears of socialism.” 


This was the opinion prevalent a hundred years ago in 
Liberal circles: poverty was the cause of socialism and as 
it receded so would socialism. Marx took it over uncritically, 
as he did so many other orthodox tenets, and added to 
it the wrong forecast that poverty would increase, and there- 
fore socialism. 


After a hundred years we find that poverty has certainly 
decreased ; your predecessors were right in their forecast and 
Marx was wrong in his, But socialism has sensationally 
advanced; so the reasoning of both your predecessors and 
Marx must have been wrong. Our contemporaries who still 
hold the same view of a simple cause-and-effect relationship 
must then also be presumed wrong. This is especially the 
case of our American friends ; their public statements on the 
Communist menace assume as axiomatic the belief held by 
The Economist in 1850.—Yours faithfully, 


Chateau d’Anserville, 
Par Bornel, Oise 


BERTRAND DE JOUVENEL 


Discipline in the Docks 


Sir,—If responsibility 1s divided, it usually fails to be 
exercised, indeed it may be impossible for anyone to exercise 
it. Your article of last week recognises that this is happening 
in the docks today, but does not go far enough in suggesting 
the remedy, 

The war did one good thing in that it made decasualisation 
Possible by reducing the Registers, which before the war had 
been far beyond the needs of the ports. The employers wel- 
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the Editor 


comed the 1946 Act, which provided the machinery for 
continuing decasualisation into peace time, but the Govern- 
ment introduced a scheme under it against their advice, which 
confused the responsibility to a dangerous extent. In the 
old days the National Joint Council—incidentally a most effec- 
tive body—controlled the industry, and if a stoppage occurred 
the parties had no one to blame except themselves. Both 
sides had, therefore, to take their responsibilities seriously and 
in fact only a tiny fraction of the matters in dispute failed to 
be settled by agreement. The introduction of the National 
Dock Labour Board (and its Local Boards) has removed from 
the employers part of their natural functions and has gravely 
weakened the National Joint Council—firstly by making it 
impossible for the employers to say “Yes” or “No” on 
matters which are the legal responsibility of a statutory body 
(the NDLB), and secondly by entangling the union in 
employers’ functions through their membership of the National 
and Local Boards, 


Reliable dock labour is such a vital necessity to the ship- 
owner that many shipowners have become direct employers 
of dock labour, and spend much time and anxious thought 
on the problems which a necessarily difficult industry throws 
up. It need hardly be added that shipowners do not welcome 
stoppages, however arising, which cost them, and through 
them the country, very large sums in delays to ships and the 
consequent disruption of schedules, The shipowners and the 
other employers of dock labour are anxious to take their full 
share of responsibility for shortcomings in the docks industry, 
but only on the condition that they have restored to them the 
normal functions of an employer, subject to justifying to the 
union through the National Joint Council everything they do 
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New subscribers are now being enrolled for KEESING’S 
8th Volume which starts on July Ist. 


To anyone seriously interested in current affairs there 
is nothing to beat KEESING’S documentation of national 
and international Politics, Economics, Social Questions. 


This unique Reference Tool records the importan 
events, speeches, communiqués, agreements, etc., the worl 
over and tabulates them neatly in loose-leaf supplements 
which are sent to subscribers every week, covered by a 
cumulative Index which is reborn 26 times a year. 


No wonder then that a host of Economist readers have 
taken the service for many years and no doubt at all that— 
if you still lack KEESING’S—you, too, should at least 
get to know all about it. 


The current and previous volumes 
are now available at reduced prices. 


Make sure of your copy by asking for full details now. 


TIME, GENTLEMEN, PLEASE ! 
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in that capacity. The Ministry of Labour could then revert 
to its proper position as a conciliator, and docks work might 
well cease to be an annual exercise for the troops. As it is, 
the shipowners are gravely hampered in their conduct of the 
country’s overseas business, which is inadequately compensated 
by the right to say, when things go wrong, “Please, sir, it 
wasn’t my fault.”— Yours faithfully, JOHN HOBHOUSE 


India Buildings, Liverpool 


Too Willingly to School 


Sir,—In your interesting article in your issue of May 6th, 
you set out the many disadvantages of the increasingly com- 
petitive examination at eleven-plus for entry to a grammar 
school. You say, rightly in my opinion, that it will not be 
possible to substitute school records, since parents will always 
insist upon objective tests, and that although the “long run 7 
solution is to wait until secondary modern schools have 
achieved parity with grammar schools in the public eye, this 
is to postpone the solution almost indefinitely. But it is curious 
that you did not mention the obvious solution which some 
authorities are adopting, namely the comprehensive school. If 
all children at the age of eleven go to a secondary school and 
spend the first two years on a general course, it will be possible 
for them to be allocated to more specialised courses when 
their abilities and aptitudes have been assessed within the 
school. There will be no need to settle in advance what 
percentage should have a grammar, and what percentage a 
technical school course. Conservative (in the educational sense 
of the term) opposition to such a solution is still so strong that 
only a widespread revolt by parents against the eleven-plus 
examination will bring it into general operation, but the 
increased severity of competition, which is a by-product of 
the abolition of fees, is beginning to have some effect —Yours 
faithfully, SHENA D. SIMON 


Broomcroft, Ford Lane, Didsbury, Manchester 20 
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Washington and British News 


Sir,—The article on sterling balances in The Econ 
May 13th, with repeated complaints of leaks and 
reporting in the American press about the recen 
memorandum, is unfair to the newspaper accounts of t 
on this side of the Atlantic. 

As far as I can discover, the first story on the subject j 
this country was mine, published in the Washington Post z 
April 24. It took pains to point out that the document ‘- 
not an actual “request” and, in your words, “could no, 
possibly be regarded as a series of firm proposals or requests,” 
Pertinent paragraphs read: x 

Although the United Kingdom proposal presents a concrete 
plan, in which the United States would help pay off some of 
the war-incurred debt of Britain to Commonwealth countries 
it appears that it was submitted without any real intention that 
it was to form the basis for any immediate action. 

Instead, it serves the purpose of illustrating the connection of 
Britain’s debt, particularly to India and Pakistan, with the whok 
problem of the need for economic aid to Southeast Asia, , . 

In submitting the proposal, it is believed, the British were 
perfectly aware that such a plan could scarcely be taken to 
Congress, and if it were, that Congress would not accept it. 

The main purpose of the paper, therefore, may be to illustrate 
that the sterling balance problem can be eased only as it becomes 
a part of a much broader design for aid to Southeast Asia, 


OmMist of 
distorted 
t British 
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The inference in The Economist account was that leaks to 
the American press were deliberate, conceivably malicious and 
certainly improper. But the author of the article in The 
Economist apparently failed to realise that an explicit story 
on the subject of the British memorandum appeared in the 
Sunday Times of London on April 16th, eight days before the 
first piece was printed in the American press. That story, in 
fact, was the stimulus to Me to gather information for publica- 
ution here.—Yours faithfully, ALFRED FRIENDLY 


The “ Washington Post” 
Washington, D.C. 


_ [On further consideration we believe that Mr Friendly’s proiest 
is justified.—Epiror.]} 


Inflation in Brazil 


Sir,—Your Rio correspondent in the article “ Inflation in 
Brazil” is not too familiar with the coffee situation in Brazil 
to which, among other things, he refers. 

The clearances from Brazil of coffee for the five months 
ending with April are 27 per cent less than for the same period 
in the previous year—not because Brazil lacks the coffee t 
ship but because consuming countries are not buying 1 
Consumption in the United States has dropped by 17 per cent 
during this period as shown by the survey of the Gillette 
Committee, which was recently made public. May and June 
shipments from Brazil are apt to be less than 50 per cent 0 
last year and it is altogether likely that Brazil wall have more 
surplus coffee on July 1, 1950, than it had on July 1, 1949 
This was some three million bags and was considered 9 
burdensome that they disposed of it in mid-summer for 4 
least two special reasons (1) to get badly needed dollars (2) 
relieve the market for green coffee of a bearish influence. The 
sale of this surplus coffee enabled Brazil to reduce its ou 
standing drafts representing overdue debts to the United 
States from about $175 million to something like $60 milli 
at the moment, but it is doubtful if Brazil’s actual balance 
trade situation was improved by the operation. They have 
had to reduce their imports from the United States 0 less 
than half of normal and this has been one of the great co 
tributing factors to the inflation your correspondent speaks 
because it has lessened the amount of goods available. I 
would appear that the exchange value of the cruzeifo }s nol 
only now an open question, but devaluation is the only likely 
remedy Brazil can find for what is rapidly becoming for them 
an acute situation.—Yours faithfully, 

EuGENE WHITTINGTON 

Oklahoma City 
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AMERICAN SURVEY 





President’s Progress 


(From Our American Staff) 


§ the railroad carriage named the Ferdinand Magellan 

rolled into the station at Washington, D.C., after its 
6,400-mile round trip to Washington State, it was generally 
agreed that the tour had been a profitable one for the 
President. It had been insistently described by ihe 
Administration as non-political; Mr Truman repeatedly 
suggested that he was undertaking it for the noblest reasons. 
The Constitution requires the President to report on the 
State of the Union: how can it be done better than by 
giving the people themselves a chance to look at the man 
they hired in 1948 for the Chief Executive’s job, and to hear 
at first hand what he has to say about how the job is going? 


The people came. At whistle stop after whistle stop, 
> by the dawn’s early light or the twilight’s last gleaming, 
crowds far greater than the local population were on hand ; 
their folksy “ Hiya, Harry ” and “ Give us a song, Margaret ” 
were greeted with a similarly easy-going friendliness from 
the back platform. The railroad schedule clicked with a 
split-second precision not always characteristic of Presidential 
specials. So did the staff work, by the Department of the 
Interior, the Bureau of Mines, and the Department of 
Agriculture. They briefed the President on local conditions 
and enabled him to follow his opening statement that it 
was nice to be here, or fine to be back, with down-to-earth 
evidence that he knew where he was. 


In Caspar, Wyoming, where Presidential visits are rare, 
he was greeted by the Caspar Silver Cornet band, complete 
with high-stepping drum majorettes. Mr Truman pronounced 
} the majorettes good looking, and said he liked music. In 
tribute to the nearby Kortes Dam, he spoke on resource 
development and conservation, and did not fail to note 
that Teapot Dome, which gave its name to the great oil-lease 
scandal of the Harding era, was only 50 miles away. At 
Spokane, seat of the Jesuit Gonzaga University, he denounced 
atheistic communism and visited the livestock show, where 
he asked laughing boys and girls, members of the rural 
4-H Club, if the sheep which let out a prolonged “ baa” 
as he began to speak wasn’t probably a Republican. 


He was indeed in Republican territory. Of the nine States 
west of the Mississippi in which he made stops, all but 
Montana have Republican governors, and 11 of their 18 
Senators are members of the opposition. But even in as 
solidly Republican a stronghold as North Dakota, the 
families celebrating Fargo’s Frontier Week flocked to see him. 
And at Grand Coulee Dam, his entourage included a group 
of Republican Congressmen from the Northwest who had 
flown all night in order to be present at the dedication of 
this multi-million dollar enterprise. 


Grand Coulee provides undeniable support for the 
President’s belief, which he expressed again and again, that, 
to be true to its destiny, the nation must dream big dreams. 
Eight mammoth hydro-electric generators, two and a half of 
which could supply New York City, turn at capacity in a 
tegion where President Roosevelt’s opponents said the only 






























customers would be jackrabbits apd coyotes. And the indus- 
trial development they are stimulating is not transferred 
from other regions; it is a net addition to the nation’s 
economic strength. 


But while celebrating the achievements of the recent 
past, Mr Truman’s main theme was the future: a better 
America, a better world. He held out hopes of a gross 
national product of $350 billion within ten years, and an 
income of at least $4,000 for every hard-working American 
family—a $4,000, moreover, that would possess real pur- 
chasing power. Nothing disturbed this rural idyll. If 
Mr Hoover’s two chickens stirred uneasily in the pot of an 
earlier new economic era, nobody heard them. Nowhere 
did the crowds heckle. 


* 


Mr Truman is in the happy position, for a politician, of 
being able to blame “the obstructionists” for not making 
good his promises. With a legislature that will give him 
approximately ten per cent of what he asks, he can use the 
remaining 90 per cent as campaign material. The position 
of his local managers is slightly different. They have to 
elect Congressmen, and in many cases Senators, this year. 
They have to appeal to voters, many of whom think that 
the President’s programme goes too far. There were certain 
evidences of their sensitivity. In his farm speech at Lincoln, 
amid the officially solid Republicanism of Nebraska, Mr 
Truman himself referred only to the Secretary of Agriculture, 
not mentioning Mr Brannan by name ; there the Brannan 
farm plan is highly unpopular. In Chicago, Mr Arvey, the 
Democratic leader, was rumoured to have questioned the 
desirability of seating Mr Oscar Ewing, the chief proponent 
of the Administration’s health plan, upon the platform. 


In many respects the grand climax of the President’s trip, 
in Chicago differed from the meetings west of the Mississippi 
River. Most of the western crowds had assembled on a 
community basis ; they resembled old-home week, annual 
stock-show, chamber-of-commerce, resource-development 
rallies, rather than the torchlight parades of the party 
organisation. But in Chicago, a frankly political gathering 
staged a show that attested the ward captains’ zeal ; every 
elevator boy at the Cook County Hospital had been told to be 
stationed along the Presidential line of march with six 
friends, or take the consequences. 


The $r10-a-plate dinners drew throngs, but few people 
showed an interest in issues. Attendance was sparse at the 
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televised Cabinet meeting, and even sparser at the panel 
meetings at which the first rank of Administration talent 
discussed such topics as fiscal policy and national resources. 
The dove-cotes were ruffied only when Mr Jonathan Daniels, 
of North Carolina, made it clear that a man could be a loyal 
Administration Democrat, having no sympathy with the 
rebellious southerners, and still oppose compulsory powers 
to prohibit d'scrimination against Negroes in employment. 
Mr Truman’s report to the people did not go unchallenged 
by the Republicans. On the trip, his train was shadowed by 
an airplane containing Mr Victor Johnston and Mr Philip 
Wilkie, the eyes and ears of Republican headquarters. On 
the evening of the President’s return, Senator Taft made a 
widely broadcast speech denouncing his evident desire for 
a “rubber-stamp Congress,” and his “ promise-everything zi 
policy that will “ wreck the United States.” By coincidence, 
a second counter to Democratic ascendancy, and one likely 
to be more effective than the Senator’s noble negatives, was 
provided that same day. In the Pennsylvania primary 
election, Governor Duff and his fellow candidates defeated 
the reactionary Grundy machine that has held Pennsylvania 
in a firm grip for over a generation. The voice of the second 
most powerful delegation to the Republican convention will 
henceforth carry a positive message. 


The atmosphere of the President’s trip was the balmy haze 
of Indian summer. Like that beguiling but sometimes 
deceptive season, it contained no hint of clear and present 
aanger, no forewarning of thunder on the left. Mr Truman 
did indeed suggest the erection of signposts in Laramie, 
Wyoming, showing the air-hour distances to points on a 
shrinking world, but he did not emphasize that time, as well 
as space, may be short. No mention of Senator McCarthy’s 
name was made the whole length of the 6,400 miles, either 
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by the President or by a bystander. Nor did the p 
popular report on the State of the Un‘on contain any bi 

of the tasks facing the Foreign Ministers. The divisio - 
the resources of the promised $350 billion era botwbaisie, 
standards of living and military needs was not pit, 
Mr Truman and his advisers seem to regard the tou; a b 
satisfaction, as an inspired version of the famous “ whist 
stop” campaign of 1948, which, to everyone's stains 
turned the tide against the complacent Republicans. Com, 
pared with that foray, the President’s trip was, indeed. as 
a royal progress. But this homely visitation left unfulfilled 
the less enjoyable task of leadership, that of placing the 
American present in its world setting. The Republican 
may prove to have no monopoly of complacency. 


Tesident’s 


American Notes 
Who Killed FEPC ? 


The Administration has failed in its attempt to have the 
Senate even consider its Bill to set up a Fair Employment 
Practices Commission. The Bill in question was the 
Administration draft, which would have endowed the Con- 
mission with compulsory powers to end discrimination in 
jobs against Negroes and other minorities, rather than the 
House version which relies mainly on persuasion. Last 
week’s vote, however, was not on the Bill’s merits, but on 
the desirability of ending debate so as to vote on a motion 
to take up the Bill. It failed, by 12 votes, to reach the 
necessary two-thirds of the Senate’s full membership. The 
only dispute now is, who killed FEPC ? The Republicans, 
says Mr Lucas, the Democratic leader, with their little amend- 
ment to the Senate rules. Passed last year after a filibuster 
far less gentlemanly than the performance that has engaged 
the attention of the Senate, off and on, for the past fortnight, 
the new closure rule, which has just had its first test, requires 
64 affirmative votes to shut off debate. 


In the acrimonious discussion of who fired the fatal shot, 
which is likely to go on until November, it is hard not t0 
feel that the Republicans have the best of it. The sincerity 
of their attachment to civil rights reform might be clearer 
if last year, under the pretence of making closure easier, 
they had not actually made it harder to enforce. But the 
§2 votes cast for it last week were not even enough to have 
brought the filibuster to an end under the old rule, which, in 
any case, did not permit closure votes except in the debate 
on the Bill itself. The Republicans can also point to the 
figures : 33 Republicans and 19 Democrats voted for closure, 
six Republicans and 26 Democrats from the south and west 
voted against it. Furthermore, it was the Democrati 
Administration’s decision to press forward with FEPC, which 
is opposed by liberal as well as conservative southerners 
instead of taking up a less controversial Bill, such as the ant- 
lynching measure, which might have been passed. 
Republicans will redouble their charges that the Democrals 
have no business to wave the civil rights banner. Certain 
it has become rather threadbare. That will hardly prevett 
it from being carried in the very forefront of Democrat 
election parades during the coming months in the northem 
and western cities where the Negro vote is substantial. 


* * * 


In for a Penny 


_ The House Ways and Means Committee seems to & 
acting on the revised adage of “in for a penny, in for * 
pound, it’s deficits make the world go round.” The Pres 
dent suggested that Congress might lighten the imtatim 





ef. 


Ss = wD - = 


ie ee ee eae 


on ft me. 


nO Fest oo wD et * Ww 


ere SS Dre re hU6UwrlhlUm SS lhe OS 








ster 


ht, 
ites 


hot, 
t 10 
nity 
arer 
let, 
the 
rave 
1, in 
bate 


ure, 
west 
ratic 
hich 
ner, 
anti- 


crats 


vent 
Talc 


0 be 
for 4 
>resi- 
ating 





THE ECONOMIST, May 27, 1950 


wartime excise taxes, by about $650 million, if it could 
dam up an equivalent amount of revenue now escaping 
though loop-holes in the law. The Committee has gone 
with enthusiasm at the congenial task of reducing the excise 
taxes, to the tune of $1.1 billion. It has shown consider- 
ably less zeal as a tax-gatherer; and in the last fortnight it 
has taken the bit in its teeth and started distributing new 
reliefs. 

The sharpest slap at the President’s programme was the 
tentative vote to leave untouched the present depletion 
allowances for oil, sulphur, and non-metallic mining com- 
panies, which Mr Truman called grossly excessive and 
suggested might provide a $200 million offsct to tax 
reductions elsewhere. Not satisfied, the committee then 
added insult to injury by extending depletion allowances 
to other mining industries. It turned down the proposed 
increases in the estate and gift taxes, and instead, on the 
ground that it would stimulate business and investment, cut 
the capital gains tax from 25 per cent to 16 per cent, and 
reduced the period for which assets must be held from six 
to three months. The Stock Exchange is jubilant, but else- 
where there are doubts whether, with industrial shares at 
their highest level since 1931, business needs this shot in 
the arm. 


The revenue increases that the committee could bring 
itself to approve now total $345 million, but they include 
a withholding tax on corporate dividends, designed to reach 
the secret coupon-cutter, that may be impossible to admini- 
ster. Unless the committee agrees to a 2 per cent increase 
in the corporate income tax, the effect of its labours in the 
vineyard may be to reduce the federal harvest by $600 
million or more. In an election year Mr Truman might turn 
his blind eye on some small extravagance, but he cannot 
afford to be as blind as all that. The committee seems to 
be positively courting a Presidential veto that would rule 
out excise relief this year. Also, the more complicated its 
measure, the longer the Senate hearings must be, and this 
year Senators will not willingly remain in Washington during 
August. There are both Congressmen and Senators who 
would have preferred to concentrate on excise relief, and let 
the loopholes look after themselves; that way, a Presidential 
veto might not have been hard to override. But by opening 
the Pandora’s box of tax changes, the committee has pro- 
bably made this impossible. The result may well be no 
change in taxes this year, with the new Congress, free from 
immediate electoral considerations, left the task of recom- 


mending broad and over-due alterations in the whole tax 
system, 


* * * 


More for the Aged 


Only the aged and their dependants may expect, with 
some certainty, to receive a Fairer Deal from this session 
of Congress. Last year the House responded, by an over- 
whelming vote of 333 to 14, to the President’s plea for an 
expansion of the present federal system of old age and 
survivors’ insurance. The Senate Banking Committee will 
shortly bring its own version to the floor. The growth of 
Private pension schemes, most of which call on employers 
to make up the difference between federal payments and the 
coveted $100 a month, has notably softened business hostility. 

The glaring defect of the present plan is that it holds 
out the promise of only a pittance after 65, on the average 
$26 a month, and that for little more than half the working 
Population. The result has been an alarming growth in 
State relief rolls, to which the federal government contributes 
through grants-in-aid. Washington, in times of prosperity, 
‘s spending much more on this old-age relief, originally 
expected to be only temporary, than the $700 million a year 
now being paid out in old age benefits. One of the most 
Persuasive arguments for an expansion of federal insurance 
is that it would diminish this drain and the abuses that 
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have accompanied it. In Louisiana, over 80 per cent of 
the aged are on relief. 


Both the House and the Senate Committee Bills propose 
to extend the federal umbrella, the first to 11 million more 
people (some on a compulsory, some on a voluntary basis), 
the second to an additional 9.5 million. But even the House 
version leaves 14 million workers, chiefly farmers and farm 
labourers, exposed to the hazards of a dependent old age. 
Both Bills raise the level of benefits to compensate for the 
rise in the cost of living, but only the Senate version eases 
the restrictive eligibility requirements to enable those newly 
brought into the system to qualify for benefits before they 
retire. Both Bills fall short of Mr Truman’s requests. 


The additional cost will lie between the $2 billion required 
by the Senate Bill, and the $1.5 billion of the House measure. 
Apart from the new revenues from new contributors, the 
insurance fund, at present, can well afford to be more 
generous ; its révenues, at $3 billion a year, far exceéd out- 
goings, and a $12 billion reserve has been built up. The 
American system, drawn up in 1935, was, in fact, patterned 
on private insurance. It relates benefits to each worker’s 
earnings (more or less) and, with the hope of making it nearly 
self-sustaining, it was expected to accumulate a vast reserve 
in the early years to meet the demands to be encountered 
later. The House, consequently, provided that contributions 
should be increased from the present 14 per cent of earnings, 
exacted from employees and employers, to 2 per cent. But 
the Senate Committee, by postponing new taxes until 1956, 
shows signs of jettisoning the reserve scheme, either because 
it has listened to the doubts of the experts, who in general 
favour a “ pay-as-you-go” plan, or, more probably, because 
it is reluctant to raise taxes. Two other criticisms suggest 
that similarly fundamental alterations may soon be required. 
The fantastic burden of keeping detailed records of each 
worker’s wage history is beginning to be felt ; a flat pension 
rate would lighten this. And doubts are growing as to 
whether it is sound public policy to encourage retirement 
at 65, when the length of life, and the number of the aged, 
are both increasing. 


* * * 


Role of the RFC 


When Mr Hoover, in 1932, urged the creation of the 
Reconstruction Finance Corporation, he little thought that 
seventeen years later it would still be in existence to come 
under the microscope of his Commission on Government 
Reorganisation. He even speculated that, aside from giving 
businesses confidence, there might be little demand for its 
services. But the RFC, after bailing out banks, railroads, 
and business threatened with bankruptcy during the depres- 
sion, played a vital part in the war effort, and today remains 
the government’s banker to business in distress. It also con- 
trols the tin and rubber programmes and has a share of 
housing finance. Last year, with the recession, the number 
of applications for funds shot up, and in the first quarter 
of this year they were running at a record level. But the 
Hoover Commission agreed with the American Bankers’ 
Association that, in times of peace and prosperity, direct 
government loans to business are undesirable and compete 
with private enterprise. It recommended that the RFC, now 
virtually independent because it is responsible only to a 
busy President, should be placed under the supervision of 
the Treasury and restricted to the guaranteeing of loais 
made by commercial banks. 


Mr geo wis pm e plan for the RFC, submitted 
last week, would also end its independence, but by placing 
it in the Department of Commerce, after sratinherting its 
housing functions to the Housing and Home Finance Agency. 
The Commerce Department, whose mission is to aid busi- 
ness, presumably would use the RFC machinery more 
energetically than the banker-minded Treasury. The 


Administration’s programme of aid for small business 
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visualises new financial institutions to provide capital, but 
the RFC’s functions, though diminished, would not dis- 
appear. It would remain a bank of last resort for businessmen 
who could obtain credit nowhere else, and Mr Truman also 
asked Congress to liberalise the terms on which it makes 
loans. 


It is not certain that Congress will come to the RFC’s 
defence, useful though its facilities are to small business- 
men. It no longer enjoys the standing it had when it was 
run by the experienced and hard-headed Mr Jesse Jones; 
Mr Jones himself believes it has outlived its usefulness and 
should be liquidated. When the RFC charter was renewed, 








R.FC. BUSINESS LOANS 
(fiscal year 1949) 


.-$ 25,000 and under 
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Source: Annual Report of RFC 


after a hard fight, in 1948, the implication was that it should 
be kept in stand-by condition in case of another emergency. 
But a number of the larger loans it has made since then have 
aroused Congressional suspicions of imprudence and politi- 
cal influence. Two large borrowers recently succumbed to 
bankrupcy. Senator Fulbright, who last year failed to per- 
suade the RFC to postpone a $44 million loan to the Kaiser- 
Frazer Corporation, is already conducting a study of its 
lending policy. The cruellest testimony so far has been that 
of the subcommittee’s accountant who estimates that, if the 
RFC had paid interest on its borrowings from the Treasury, 
its boasted $5 million profit would have been transformed 
into a $6 million loss. 


* * * 
Shipping Schizophrenia 


The new Planning Board for ocean shipping, set up 
by the North Atlantic Council, is likely to have an early 
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opportunity of diagnosing the schizophrenia which manifests 
itself in the United States whenever the merchant ’ 
discussed. On the one hand, the Department of Defenc 
distrusts any co-operative scheme which makes other ide 
responsible for the transport of American troops and supplies 


Marine js 


in wartime. This distrust has naturally been encouraged by 
the shipping industry and its impresario, the Maritime fe 
mission, since it is the justification for the subsidies which 
keeps the industry’s head above water in peacetime, Ty, 
State Department, on the other hand, has to draw a yej 
over these subsidies whenever the question of trade dic. 
crimination comes up at an international conference. By; 
even if the Planning Board decides that the United Staie< 
can safely rely on its allies for its seaborne military transport, 
it is improbable that Congress will have the courage to free 
the State Department from its embarrassment. 


For already the prosperity of Europe’s maritime industries 
is a depressing contrast to the penury of America’s, suffering 
from excessive costs which the permitted subsidies are mo 
longer adequate to cover. The numbers of vessels sailing 
under the American flag and being built in American yards 
have been declining steadily and unemployment is serious 
in both shipping and shipbuilding. Both Houses of Congress 
have been concerned about this situation for months, and 
they are also concerned about the strain which shipping 
subsidies put upon the public purse ; yet no one suggests 
that the subsidies have failed to do their work and should 
be abandoned. The House, in its Appropriation Bill, has. 
however, limited the number of ships eligible for government 
aid and its Expenditures Committee has produced a blistering 
condemnation of the Maritime Commission, for the second 
time in a year, for its carelessness with public funds and its 
undue generosity to ship operators. 


This timely blast at irregularity and extravagance probably 
explains the Senate’s unusual readiness to accept the Pres- 
dent’s plan for reorganising the Maritime Commission 
Senator Magnuson, a guardian of the nation’s shipping 
but not of the Commission, remarked that any change would 
be beneficial and even the Commission’s chairman agreed 
that reorganisation was necessary. He has been rewarded 
with the new post of Under Secretary of Commerce for 
Transportation, who is to give guidance to the new Maritime 
Board, which will regulate rates and services and award 
subsidies, and to be responsible for the Maritime Administr- 
tion, which will manage the Board’s programme. The 
shipping industry thus finds itself in the position of 
reluctant prodigal returning to the old Department which 
it left with joy when the Commission was set up fourteen 
years ago, and where it thinks its interests were neglected 
and will be again. But, quite apart from the desirability 0! 
separating the regulatory and operating functions of the 
Commission and of trying to obtain more efficiency at les 
cost, the reorganisation scheme has the advantage of bringing 
America’s schizophrenic tendencies under one head, at least 
as far as shipping and the foreign trade balance are concerned. 
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THE WORLD OVERSEAS 





The Mood of South-East Asia—lIl 


The White Man Carries On 


(From Our Special Correspondent) 


Many Europeans in South-East Asia are gloomy. They 
feel—not without justification—that it is they who have 
built up all the countries of the area, except Siam, into what 
they are today. They have founded prosperous businesses 
givng employment to hundreds of thousands of people. 
They have created whole industries, increased the yield of 
agriculture, laid down towns, railways, roads and telegraphs, 
and above all shown how administrative services should be 
organised on a national scale. All these things the Europeans 
have done over a period of several generations. Now, hard 
on the heels of a world war in which, having at one t:me 
lost everything, they came back as victors, they see two new 
forces undermining all that they have built—nationalism and 
Communism ; indeed in Burma most of the damage is already 
done. Quite a few of these Europeans personally spent 
years in Japanese prison camps. It is not surprising, there- 
fore, that the mood of many has become a mixture of 
despondency, doggedness, and often disinclinat‘on to think 
out the future too carefully. 


The British are the most numerous Europeans in South- 
East Asia ; on the whole they have the highest prestige, and 
still, through their position in Singapore and Malaya, the 
most power. They are also a people who, compared with 
other Europeans, the French and the Dutch, are the least 
given to rationalising their feelings. They are therefore 
also among the more cheerful and least pessimistic. 

Three examples of British behaviour, two praiseworthy 
and one not, are characteristic of their present attitude. The 
first, on a big canvas, is the brave new educational programme 
in the island colony of Singapore. Under the inspiration 
of Mr A, W. Frisby, the Director of Education, the Singa- 
pore Government is committing itself to a ten-year project 
for building a mass of new schools, designed to make English 
the exclusive medium of instruction and to bring schooling to 
all. Education, Singapore feels, is the number one counter- 
weapon to Communism ; at present, much of it is still in 
the hands of the Chinese, and the implications are now 
sinister. But ten years is a long time at the pace events are 
moving in Asia today. And Mr Frisby’s scheme will not only 
cost a great deal of money, but will need a good deal of faith 
and the traditional belief of the British in themselves. 

The other two examples are in a minor but s‘gnificant 
key. Alongside the education scheme there continues to run 
the blind old-fashioned British attitude about club member- 
ship. Leading Chinese citizens feel insulted by being unable 
to join “ The Singapore Club,” with its fine rooms in the 
Fullerton Building looking over the outer roadstead of the 
harbour ; three other leading clubs are also closed to them. 

We would not mind,” they say, “ if this were openly called 
a British club: individual races are welcome to their own 
Meeting grounds—indeed we have our own Chinese club. 
But Singapore is now more our city than their’s and the 
British have no right to use the common name without us.” 


Lastly, over in what is now Jakarta, the British have 
been pushed by chance into learning this very lesson—so 
simple yet fundamental now that Asia is coming to belong 
to the Asians. The initials, BCC, of the British commun'ty’s 
club, known as “the Box,” used to stand for the “ Batavia 
Cricket Club.” Today, they are officially being altered to 





cover the frankly “ British Cricket Club ”—and everyone is 
happy. 


These are public instances of British determination to carry 
on, whether with or without the approval of Asia itself. In 
private, people are more gloomy than this readiness to make 
the best of it suggests. Equally typically British, for instance, 
is the degree of depression down in the relative safety of 
Singapore compared with the highly strung but more deter- 
mined morale up-country where the bandit attacks occur. 
Planters know that their tappers refer to them as red-haired 
white pigs as a matter of course ; but they will carry on 
until something makes it impossible to do so. 


Apart from Malaya, which is the one territory in South- 
East Asia still under European rule where a good deal of the 
European’s traditional attitude to colonial life continues to be 
possible, the British are in the same position as other whites. 
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In Indonesia they form a considerable community, second 
in size to the Dutch; and their views about their busi- 
ness prospects are not basically different from those of 
their Dutch colleagues. Both hope rather than believe. 
Both find themselves with little alternative but to stay and 
struggle on, whatever they would prefer to do and whatever 
they may feel in their hearts are the chances of the new 
Indonesia making good. For both are now stranded, with 
capital and the fruit of their life’s work cut off behind the 
iron curtain of a ruthless exchange control, against whose 
edicts mere foreigners no longer have any pull at all. 


National:sm and Communism—almost no European in the 
East today fails to realise that he is sailing between the 
Scylla and Charybdis of these two forces. In Indonesia the 
extensive foreign communities, like their Asian hosts, watch 
the advance of Communism on the mainland of South-East 
Asia with alarm. But, unlike most of the Indonesians among 
whom they live, these Europeans also watch, with growing 
despair, the threatening disintegration of Indonesia under 
the impulse of its own explosive nationalism. Certainly 
the plight of Dutch officials, for instance, whose life savings 
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are no longer transferable to Holland, is tragic. It would be 
strange indeed if the morale of these unfortunate people 
were good. 


There are, of course, by definition no nationalists—in the 
local sense—and virtually no Communists among the Euro- 
peans in the East. They are inevitably thereby cut off from 
the spirit of the new age growing up around them. Nowhere 
is this more true than in Indo-China, where many of the 
French are going through the same emotions as the Dutch ; 
but there, on the other side of the looking-glass, they have 
been faced—unlike the Dutch—with both the new forces in 
alliance. On the other hand, the French have not yet had 
to let go to the same extent as the Dutch, and some of the 
bigger business men at least assert that there is still a future 
for them in Viet Nam on the old basis. They may be right. 
Their attitude is anyway refreshing, since it represents a 
modern version of those buccaneering days when the West 
first came to the East. If we are cut off on our plantations, 
these men literally say, we will use radio for communication 
and will rely, as we are doing already, on aircraft for move- 
ment. Provided we can get our produce out and our stores 
in every now and again, either by air or in convoy, we should 
be able to carry on indefinitely. 


The white community in Bangkok neither thinks nor talks 
in such desperate terms as these. It patiently assesses the 
probable effects on itself of the shift in South-East Asia’s 
fortunes. It notes the rise during the last eighteen months 
of American activity and influence, both official and commer- 
cial. It sees its own tolerant relationships with Asia—in the 
form of the steady-going Siamese—as perhaps no better but 
certainly no worse than they have been. It hopes, if it thinks 
that far, that Siam may remain a Sweden or a Switzerland 
when the deluge comes. Indeed, that escapist hope, thinly 
founded on Siam’s present position, is perhaps the main link 
between the moods of both Europeans and Asians. For, 
behind all that they think and say and do today, lies fear of 
the future—a fear which will have to be overcome throughout 
South-East Asia if the new policies of aid by the western 
powers are to be a success. 


The Irish Budget 


[FROM OUR DUBLIN CORRESPONDENT] 


Tue third Budget of the Inter-Party Government provided 
an innovation in Irish public finance by a formal division 
between capital and current expenditure. Mr McGilligan 
budgeted for current expenditure at {75.7 million. Taxation 
of all kinds is put at about 23 per cent of the national income, 
which was estimated as being £350 million in 1949 compared 
with £335 million in 1948 and £154 million in 1938. By 
British standards, no doubt, the proportion is low ; but there 
are some considerations peculiar to Ireland that should be 
taken into account. Although the standard rate is only 6s. 6d. 
in the £, it bears heavily enough on a community where the 
average income is not high. Moreover, the burden is not yet 
well adjusted. The fact that only some 140,000 people pay 
income tax seems to suggest that many recipients of postwar 
increases in salaries or wages have not yet been brought into 
the net. On the other hand, the traditional indirect taxes 
are light by postwar standards and it is highly unlikely that 
they will be changed by the present Government. Revenue 
is still buoyant, and the Minister for Finance is entitled to 
comfort himself with the reflection that small savings were 
greater in 1949 than in any year since wartime shortages 
enforced thrift. 


Interest centred on the capital budget. This new departure 
had been foreshadowed in a speech of the Taoiseach, Mr 
Costello, last November when he announced the Govern- 
ment’s intention to embark on a large scheme of capital 
investment. The announcement aroused particular attention 
because it heralded a clean break with what has happened 
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in the past. In the last fifty years the Irish communit he 
accumulated some £450 million of foreign assets, sal all 
all of which are held in sterling securities. They are the f ; 
of the high prices of the first, and the forced saving of - 
second, war. Between wars, their yield or realisation og : 
the persistent import excess in the Irish balance of cee 
They have been, therefore, a useful shield against adyersiny 
At the same time, they are also the result of a reluctance 
invest at home which is best exemplified by the aia 
capitalised condition of Irish agriculture. . 


The capital budget gives the first definitive notice of the 
scale on which capital investment is to be made. The capital 
budget for 1950-51 is put at £34 million. This total ; 
made up of £14 million for housing and £1,600,000 fo; 
complementary public health services. Schools and public 
buildings account for £1,100,000; and hospitals {o; 
nearly £500,000. Agricultural development will absor} 
£6,260,000 ; and there is {4,750,000 for electricity develop. 
ment and {1,500,000 for turf schemes. Transport takes 
£1,800,000 and the balance is shared by provisions {or 
afforestation, mineral surveys, fisheries and tourism. 


For this sum the Minister looks, in the first place, to the 
Marshall loan counterpart fund and, subject to the preseryz- 
tion of a reasonable liquidity, to the funds under state control, 
Obviously, borrowing from these sources may create a danger 
of inflation, but much is hoped for from small savings and 
from the response to a national loan which is to be floated 
within the year. Last year small savings came to about 
£5,000,000. In 1948 the report of the Central Bank stated 
that new capital known to have been raised from the pubic 
amounted to about: {16.5 million, but this figure takes no 
account of reserves retained in business out of profits nor of 
the capital, amounting to about £2,000,000, raised by build- 
ing societies. No figures are yet available for 1949. It seems 
reasonable, however, to suppose, that current savings wil 
not provide the target of £34 million. 


The prospect of a shift, even on a limited scale, from 
external to domestic investment has drawn criticism from 
various quarters. Objection is taken to the high proportion 
of social amenities contained in the programme and to the 
proposal to draw on the counterpart fund. It is alw 
argued that the programme is bound to cause inflation and ¢ 
worsening of the balance of payments. There is some justice 
in each of these criticisms. The programme rests very largely 
on the proposition that increased investment, particularly in 
agriculture, will bring increased production that can be profit 
ably sold. It seems a legitimate proposition to make, but tt 
will be interesting to see if the present energetic policy wil 
in fact increase what has been in the past an almost statk 
level of agricultural production. It seems fair to put the matte! 
to the test. Repayment of the loan granted under the 
European Recovery Programme must depend, as was pointed 
out at the time, on sterling convertibility rather than on ay 
efforts that can be made in Ireland. It is true, however, th 
the programme, in so far as it draws on counterpart moneys, 
mortgages the more distant to the nearer future. 


But these are the sort of criticisms that can be made d 
most schemes of capital investment. It has to be remembered 
that there are arrears to be made up in Ireland, notably in the 
field of the building of houses and schools where the probles 
has been made worse by a policy of economy in the past tht 
has been ill-rewarded i. the fall in the value of the cot 
munity’s savings. In general, the objects of investment seem 
to be most suitable. The main danger is rather that # 
attempt should be made to do much at once. The Minstt, 
however, made it clear that a necessary scheme of priorite 
would be established ; and indeed the natural inertia + 
Irish economy makes it probable that the gap between at 
rate of iture and the flow of savings will be narro 
In sum, seems to be an enlightened attemf 


to counteract the forces that have depressed the Jrish 
economy for decades. 
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Industry in Italy © 


[FROM OUR ROME CORRESPONDENT] 


Two years after the end of the first world war the Banca di 
Sconto, a big bank which had financed the sudden expansion 
of Italian war industry in 1915-18, closed its doors. One 
might see a contemporary analogy to that dramatic event in 
the winding up of FIM (Mechanical Industries Fund). which 
was decided by the Government two wecks ago. The outer 
forms are very different. No private depositors are victimised, 
3s in 1921, by the abandonment of a pretence that a great 
bank’s war industry assets had kept their value in the return 
to peace. It is the state which has decided to cease 
financing the stagnation of certain obsolete war complexes 
through an organ, the FIM, which had been set up so 
recently as 1947 to assist industry back to competitive 
activity. FIM had in the process expended a net sum of 
43 billion lire (£25 million) on presumably unredeemable 
subsidies. Enterprises in the Genoa and Milan areas employ- 
ing some 25,000 persons were being cared for by FIM. Its 
liquidation has therefore been denounced as “ extremely 
grave” by the Engineering Workers’ Union (FIOM), which 
announces that it will resist any attempt to close down or 
dismantle any of the works in question. The Minister of 
Defence, Signor Pacciardi, however, is reported to have said 
that the situation in the engineering industries will be 
improved by armament orders arising out of the Atlantic 
Pact. 


The FIM, however, has not shut its doors without leaving 
a further winding-up unit, the ARAR-FIM, to tide over 
matters with a fresh Government grant of 10 billion lire. 
The head of this unit will be Ernesto Rossi, an economist 
whose courageous record as an anti-Fascist conspirator 
imposes respect on the Left, but who is also a stout champion 
of economic efficiency. 


The Government’s decision marks one more step in the 
liquidation of the deadlock in which the end of the war five 
years ago left north Italian industry. In the factories, where 
workmen’s committees of a political character often wielded 
sole authority, there was then an almost total lack of raw 
materials ; while the North Italian Liberation Committee, 
acting under powers conferred upon it by the Rome Govern- 
ment and more or less recognised by the Allied Occupation 
Authorities, had proclaimed the continued validity of the 
emergency laws forbidding the dismissal of any workman 
passed by the Fascist Republican regime in its last agony. 
The General Confederation of Labour (Communist con- 
trolled) has never wholeheartedly accepted the cessation of 
this situation. It has, year after year, reached detailed agree- 
ments with the employers for the reduction of redundant 
staffs, but never without reserve, which implied that the pro- 
ceedings were a breach of the workers’ charter of 1945. Every 
further step in this direction still risks the consequence of 
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widespread strikes, and millions of workers, on their side, 
live in apprehension born of the knowledge that so many of 
them are redundant. 


This apprehension has been particularly painful during the 
last six months in an industrial atmosphere (quite apart from 
such special cases as the unconverted war industry units) 
of semi-depression. There are some slight signs now in the 
engineering industries as a whole, of recovery, notably in 
the output and sale of cars and trucks, and in orders for 
heavy equipment. The demise of FIM therefore takes place 
in a less strained situation than that of a month or two ago, 
and the Government has coupled with it another announce- 
ment promising a substantial expenditure of ERP aid on 
heavy industrial renovations. 


Brigades on the Farm 


[BY A CORRESPONDENT] 


Tue first months of 1950 have marked the beginning of 
a new stage in the “ Socialist development ” of the satellite 
countries in eastern Europe, as profound and as far reaching 
in its consequences as the liquidation of the political o 
sition and all non-Communist parties and organisations. 
This is the “ offensive” for the collectivisation of agricul- 
ture. It has started and is being pursued throughout the 
whole of eastern Europe with characteristic Communist 
singleness of purpose. In some countries (Czechoslovakia, 
Poland and Hungary) the drive is not as rapid or as ruthless 
as in Rumania and Bulgaria. But it is more than obvious 
that collectivisation is on everywhere, and it is perhaps sig- 
nificant that this new policy falls well in line with this year’s 
gigantic campaign in Soviet Russia proper for amalgamating 
smaller collective farms into bigger farming units. 

In this respect developments on the agrarian front in 
Bulgaria are of particular interest. After the Stalin-Tito 
split, Bulgaria became the “most advanced ” of the Soviet 
satellite states. Since then it has been the first to introduce 
new Communist policies and measures, which have been 
followed later by the other satellites. (Such was the case 
with the laws suppressing religious freedom, the abolition 
of the ostensible multi-party popular front system, the intro- 
duction of the council (Soviet) system of local government 
and the official proclamation of the “dictatorship of the 
proletariat.”) 


The “ glorious new Stalinist era for Bulgarian agriculture,” 
to quote the Bulgarian Prime Minister, Valko Chervenkov, 
was introduced this month after much publicity and exten- 
sive purges in the Ministry of Agriculture, during which 
the new Minister of Agriculture—himself a Politburo 
member—was “ severely reprimanded.” A “ model statute ” 
for the collective farms was unanimously accepted at a con- 
ference of party workers and peasants, and Chervenkovy made 
a six hours’ speech explaining its theory and practice. 
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The “model statute” gives a full and detailed picture 


- of life and work on the farm and the new status of the 


peasant, based on the “ great Stalinist principles of collective 
farming.” 

The farm is run by an executive council (soviet) of 
five or seven people, elected at an annual meeting. The 
President of the council has extensive rights and sweeping 
powers. He divides all members of the farm into “ brigades,” 
each brigade consisting of not more than 40 peasants. For 
agricultural work and gardening members of the brigades 
are, to all intents and purposes, conscripted for one year ; 
they cannot leave their work nor change their brigades once 
they have been allotted to them. For work with livestock 
the period of conscription is two years. Each brigade has 
a chief, appointed by the President and personally respons- 
ible to him. Moreover, all work is on a piece-time basis 
for every member of the brigade and for each brigade itself. 
Every day the brigade chief asks for a full account of the 
member’s activities and work. Every week the brigade chief 
gives the President a written account of the work of his 
brigade. The President organises “ competitions” among 
the brigades for better and more productive work. The 
brigade chief, in his turn, organises competitions among its 
members. 


Strict “ Disciplinary Measures ” 


Work on the farm is estimated in “ working days.” If 
a peasant works efficiently the brigade chief may give him 
one and a half or even two working days for one day’s work. 
On the other hand, if the chief is dissatisfied with the 
peasant’s work he can “fine” him by erasing up to five 
working days from his account book. The value of each 
working day, in terms of money or food supplies, is fixed 
provisionally at the beginning of the year. The farm cashier 
may—with the approval of the President—give each peasant 
during the course of the year an advance of 50 per cent of 
the value of his working days, in money or supplies. But 
the final valuation of the working days takes place only at 
the end of the year, and that depends on the general output 
and productivity of the farm. Thus, the peasant has to work 
for a whole year without knowing the actual value of his 
“ working days,” in terms of money or supplies. 

Even more drastic are the “disciplinary measures” set 
down in the statute. “Every negligence towards the co- 
operative and state property, every wrecking attitude towards 
the machinery or livestock of a farm is treated as treason 
to the common good and as help to the enemies of the 
people.” Peasants guilty of such crimes are immediately 
“ brought to justice, according to the laws of the republic.” 
In practice this means that the President of the farm holds 
the power of life and death over every peasant ; for if he 
himself fails to deliver the quotas to the Government he runs 
the risk of being punished for sabotage. 

Membership of the farm is “ voluntary,” but what this 
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means was well explained by Chervenkov himself. |, 
necessary, he said, that “all tractors and sticelons 
machines belonging to peasants outside the co-operati 
farms should be confiscated.” Furthermore, in future « os 
peasants belonging to co-operative farms can use tractors ns 
machines.” In other words, the sant who does 
volunteer faces starvation ; he would ‘not be able, sithon 
the help of tractors and other agricultural machinery, tp 
fulfil his Government quotas. After Chervenkov’s speech 
“a great voluntary drive ” started in all villages and jin some 
districts the peasants are reported to have joined th 
co-operative farms “ one hundred per cent.” 


The individual position of each peasant member of the 
farm is severely restricted. The farm, boasted Chervenkoy 
“completely transforms the peasant of yesterday.” Th, 
individual smallholder becomes in many cases a conscript 
farm hand. For individual use each family in a farm « 
allowed one cow, not more than two pigs and not more thay 
three sheep. But even this allocation depends on the Pres- 
dent of the farm, who may or may not decide to allot it 
The tendency is, moreover, towards the breaking up no 
only of the individual farm but of the individual peasant 
household, the backbone of peasant life. Thus, such work 
as cooking, laundry work, bread-making, the care of children, 
is done on a communal basis under the direction of “ thos 
women who are capable of leadership.” 


The breaking up of village family life is thus complete. 
Before long the peasant will become an agricultural worker, 
controlled in his work and every-day life as efficiently and 
as fully as the industrial worker in the town. This marks 
the end of peasant life—with its good as well as its bad points 
“as it has been known in eastern Europe for many 
centuries.” 


Chervenkov was careful to explain that the co-operative 
labour farm has “ not yet” reached the theoretical level of 
the “fully Socialist agricultural community ”—the Soviet 
collective farm. According to Stalin, the theory of the col- 
lective farm has six main principles, the first being that the 
land of the farm belongs to the state The next five ded 
with the common ownership of agricultural machinery, farm 
implements, transport facilities and warehouses, as well a 
the “ Socialist principle” in remunerating the members of 
the farm—each according to his work. The co-operative 
labour farm, claimed Chervenkov, has all the characteristics 
of the Soviet collective farm, with the exception of the first: 
the land in eastern Europe has not yet been proclaimed 
state property. Theoretically, at least, it belongs to the 
peasants, who have “ voluntarily” surrendered it to the 
farms. The Communist farms in eastern Europe are, 0 
other words, “ one form of Socialist agricultural enterprist, 
but not yet the “ Soviet type” of collective farm ; just * 
the “ People’s Democracies ” represent politically “ one form 
of the dictatorship of the proletariat,” but are not yet “ the 
Soviet type of power.” 
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What do your retailers 


think, of your advertising? 


What toothpaste do you use? 

The chances are it’s a well-known brand and 
you ask for it because advertising never allows 
you to forget it. Ask any shopkeeper. He'll 
tell you that most customers decide what brand 
they want before they come in the shop. Help 
him to sell your products, therefore, by telling 
the maximum number of people about them. 
On this point it’s worth remembering that the 
Daily Mirror has the largest daily net sale in 
the world — over 4,547,000 and tells your 
product story to millions of people whose 


purchasing power has increased the most. 


Daily Mirror 


THE LARGEST DAILY NET SALE IN THE WORLD 
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Ganada has 





ANADIANS are asking for 
British goods. Now is 
your great opportunity to 

sell them—in Canada, in person! 

Fly to Canada by Trans- 
Canada Air Lines — within 24 
hours you can be capturing 
dollar-orders in this valuable 
hard-currency market. And 
you'll be within easy reach of 
the U.S. market, too! 


HOW TO GO ABOUT IT 


T.C.A. offer you the most 
frequent direct service to 
Canada. It links you with 
every important Canadian and 
U.S. city (frequent connec- 
tions with all major U.S. air- 
lines). So step aboard one of 
T.C.A.’s famous North Star 
pressurised Skyliners at London 
or at Prestwick. Enjoy a swift, 
luxurious flight —and you'll 
be on the spot, ready to do 


asked for it! 


business with Canadians. And 
remember, save valuable dol- 
lars by booking T.C.A. right 


through to your final destination. 


Fast North Star Skyliner 
flights leave Britain for Canada 
daily. Let T.C.A. take you there 
—and you will take the orders ! 


Fly T.C.A. during 
the new ‘‘ LOW FARE”’ seasons 


Here's your new travel savings calendgr 
Britain to Canada 
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Full information and reservations from your Travel Agent or from 
27, PALL MALL, LONDON, S.W.1. 
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Telephone : WHitehall 6851 
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We've solved some problems in our time! 


IN 1946 an oil company came to us with a problem. In 
measuring oil and gas pressures, they told us, recording 
instruments were lowered into the wells. The change in 
temperature during descent was resulting in false pres- 
sure readings. Could we supply a battery that would pre- 
heat the recording mechanism to a temperature of 160°F, 
and maintain it at that heat till it reached the well bot- 
tom? There was just one little difficulty—how to get a 
battery of 6 volts and one ampere hour capacity inside 


a diameter of 1} inches and a length not exceeding 3 feet. 
£ £3 


@ We designed and produced that battery—a con- 
trivance of three cylindrical cells wired end to end 
within a framework of steel rods. It fitted exactly into 
its allotted place amongst the delicate recording instru- 


ments housed inside the 4 inch diameter steel cylinder. 


And it did the job. 


@ Hundreds of thousands of Chloride, Exide and 





Exide-Ironclad batteries giving good service today in 
every branch of industry, transport and communications 
owe their origin to just sucha demand: ‘Here is a job— 
make us a battery for it’. We have been solving that 


sort of problem for over 50 years. 


@ Our battery research and development organis- 
tion is the largest and best equipped in this country— 
if not in the world. It is at industry’s service always— 


ready at any time to tackle another problem. 
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THE BUSINESS WORLD 





House -Building Costs 


FFICIENCY in the building industry tends to be 
little considered in public except as it concerns the 
speed and cost of house-building, Perhaps this is inevit- 
able. In fact, house-building 1s unlikely to be speedy 
and economical unless some tonic can be administered 
to the building industry as a whole ; and this in turn 
can hardly be effectively done unless the pace of pro- 
duction in general can be accelerated and the costs of 
industry in general_reduced. ‘Three reports, and one 
Parliamentary debate, have been devoted to building 
costs and efficiency this month. The working party 
report on building revealed. the industry’s slow progress 
in regaining its prewar standards. A productivity report 
made some damaging comparisons with the pace of 
work and the attention given to output and organisation 
in the United States. 


The second of the Girdwood reports, which was 
published this week®*, fills in the dismal picture—though 
on one side only, the building of houses—with some pre- 
cise details. The method followed in the first Girdwood 
report was to take the average cost of building a typical 
local authority house of the kind which used to be built 
in 1938 (a house with a floor space of 800 square feet) 
and add to it, first, the rise in costs which had taken place 
by 1947 as a result of higher rates of pay, higher costs 
of materials, and heavier overheads. The calculation 
showed that it would have cost £914 in 1947 to build 
the house which used to be built for £380 before the 
war. But, in fact, the average local authority house in 
1947 had become a much more ambitious affair. There- 
fore {129 had to be added for the greater floor space 
of the house itself, £72 for the outbuilding which had 
become standard, and £127 for the stouter construction 
and the more elaborate fittings which had become cus- 
tomary. Thus the 1947 house cost £1,242. 


The cost of an average local authority house rose 
further to £1,321 in 1949 im spite of some important 
economies. In the first place there has been a saving of 
as Many as 404 man-hours on the site. This reflects the 
recovery in productivity which has already been noted 
in the working party report on the building industry. 
Man-hours taken to build a house were 45 per cent 
above the prewar level in 1947 ; last year they had been 
teduced to 26 per cent above the prewar level. 


How is the recovery explained ? The Girdwood com- 
mittee points out that “ generally the progress of housing 
contracts is no longer delayed on account of shortages 
of materials.” Most materials are more freely available 
now, and many controls have been relaxed or removed. 
In the committee’s view the overloading of the building 
industry, which two or three years ago “‘ resulted in too 
thin a spread of labour and materials over the amount 
of work in progress,” has been corrected. Thus the 





* The Cost of House-Building. Second report of the 
iene ~ inquiry appointed by the Minister of Health. 
M.S.O,. 1s. 3d, 


material supplies and the labour force have become 
adequate for the work that is put in hand. This judgment 
is worth bearing in mind when bold claims are made 
about rising productivity, whether for this or for other 
industries. It means no more, in effect, than that work 
can go on without interruption ; men no longer have to 
waste their time hanging about until materials arrive or 
operations which have fallen behind schedule are 
finished. 


While this is welcome, it represents only a partial 
recovery of lost ground ; it has little to do with industrial 
progress in the more fundamental sense. Two other 
causes to which the committee attributes the recovery 
in productivity fall into the same class. “ Increased ex- 
perience has been gained by all concerned in house- 
building operations.” The weather, abnormally bad m 
the early months of 1947, has since been better. 


* 


The saving in man-hours from these short-term causes 
can hardly be measured precisely. But an estimate of 
their extent, compared with the saviags brought about by 
incentive systems of payment, should enable a judgment 
to be formed on the essential question of what further 
saving in man-hours can be expected henceforth. Of 
the saving of 404 man-hours which has been achieved in 
building the average house, the committee attributes 
rather less than half to incentive systems of payment, and 
rather more than half to the “‘ other causes ” which have 
been outlined. The incentives agreement was concluded 
between the employers and the unions in the autumn of 
1947, and it has applied to about half the houses com- 
pleted in the following two years. It appears to have 
yielded a saving of between 300 and 400 man-hours 
where it has been used. This is impressive, and justifies 
the committee in urging that incentive schemes should 
now be more generally applied. But, because the scheme 
itself adds to the earnings of each worker, the saving in 
cost is much less impressive than the saving in time. A 
simple calculation shows the net result—assuming that 
350 man-hours are saved, and £35 paid in bonus: 


£ £ 
Wages equivalent of 350 man-hours ...............0.......- 48 
Labour on-cost equivalent of 350 man-hours ............. 
Reduction in overheads and plant charges by more rapid 
CUTNPTIOGE Si sisting: Sah co eect hak Bc 
Tete eins © Aa a: 61 
Lesss— 
Bowes. PGA. cceesicnaies aap <ahnhinad + sviaanpeimaiineledinme +sincewilp 35 
Cost of administering incentive scheme .................. iI 
FOU GUMNG: COUR: 55. nasccdadensutscntssanics 46 
Peek Savin Per Tee ree ec ethe tects 15 


To give better pay, save labour, and at the same time 
make even a modest saving in cost is worth while. But 
the modest size of the saving to the eventual purchaser 
of the house is obvious. The benefits of the incentive 








1178 


scheme are largely taken up in higher earnings. The 
other factors which have lately tended to raise building 
output per man are expending themselves, and it is not 
easy to resist the conclusion which the committee draws : 
In such circumstances, any further saving in cost on 
account of improvement in productivity is likely for some 
time to be small. 
In addition to the cost of incentive bonuses, craftsmen’s 
wages have been raised by 43d. an hour, and labourers’ 
wages by 43d. an hour, since 1947. In total, the cost 
of wages and bonus in building the average house has 
risen from £364 to £373. There is, therefore, no net 
saving here to set against the rise of 14 per cent (from 
£699 to £798 for an identical house) which has taken 
place since 1947 in the cost of materials. The prices of 
building materials reflect for the most part the price and 
cost levels of commodities in general, and the committee 
seems to entertain no hope that they will come down. 
Indeed, it points out that most of the increases which it 
records took place before 1948, and further increases 
arising from devaluation can hardly be avoided. 


* 


A little has been done already to offset the increase 
in material costs by economy in the structure and equip- 
ment of the house. This has, indeed, to some extent 
been forced on the local housing authorities, some of 
whom have “‘ become aware that total costs are reaching 
a level where rent, unless further subsidised from the 
rates, may be more than some of the applicants in most 
urgent housing need are able to afford.” Impelled by 
such considerations, they have found ways of saving an 
average of £41 a house by such devices as simpler wall 
finishes, fewer electricity points, and less elaborate cup- 
boards and fittings. Boundary walls, paths, and exterior 
paving have been pared. An attempt has been made to 
concentrate on the simpler designs. But even these 
economies have, in turn, been partially offset by a further 
increase (expressed as 21 square feet of floor space) in 
the average size of the house. While, therefore, the 1947 
house would have cost £1,346 to build in 1949, the 
1949 house with its slightly larger size and its slightly 
more austere standard of construction and fittings cost 
£1,321. Unless the standard is cut further, the price 
(there seems little doubt) will go on rising: 


We think it improbable that there can be any substan- 
tial reduction in the general level of house-building costs in 
the near future and, as far as we can judge on present infor- 
mation, the indications are that it may be difficult to avoid 
a further increase. 

The Girdwood committee recommended in 1948 
that policy regarding the standards of accommodation 
and equipment should be reviewed “in the light of 
present-day conditions,” and it repeats the proposal now 
with rather more emphasis. As it recognises, there are 
two views about housing standards, and the Government 
needs to choose between them. One view is that 
“national standards fifty years hence may be better 
served by a , such as the present one, of 
building fewer and larger houses.” The other is that 

it would be preferable to build more and smaller houses now 

in order to shorten the period of years required to provide 

a separate home for every family and to replace the worst 

of the sub-standard dwellings now existing. 

The committee leaves no doubt of its own feeling that 
modest set of housing standards is needed. 


last year’s “ Economic Survey,” it points out 


THE ECONOMIST, May 27 


that Government policy decides the volume 
work that can be permitted, having regard to other cla; 
on resources ; thus the rate of house-building — 
- increased by building a smaller or less claborat 
ouse. . 


Housing subsidies, uneconomic rents, and public by 
rowing at artificially low interest rates help to conceal the 
high cost of building from the fortunate tenants of i 
council houses. Except as taxpayers or ratepayers—anq 
then in common with other people lower down on th: 
waiting lists—they are spared much of the burden. But 
the burden has to be carried somewhere, and in fac; it 
is carried largely by the less fortunate families which 
might have hoped for a house if more houses could have 
been squeezed into a capital investment programme of 
a given size. A perfectionist housing programme, wha. 
ever else can be said for it, is certainly not equitable, 

* 


1959 
of hous; 


All reasonable considerations suggest that the stan. 
dards of subsidised housing will have to be cut. This 
does not mean, however, that the present high cost of 
the building industry or its present low efficiency ought 
to be accepted with complacency or resignation. They 
should not. The output of an average building worker 
is still well below his prewar output, and the productivity 
team which visited the United States last year formed the 
impression that it was only two-thirds of the output of 2 
building worker in the United States. To bring output 
back to the prewar level may cost not much less, in 
incentive bonuses and similar payments, than the value of 
the man-hours saved. Still, it needs to be attempted. 
But, at the same time, other ways need to be explored 
of restraining and if possible reversing the rising curve 
of costs. Such an attempt will have to extend to the 
trades which supply fittings and materials to the builder, 
but it will also need to break fresh ground in examining 
the structure of the building trade in postwar conditions 
and the trading function of its members. 

The Minister of Health threw some perhaps uninten- 
tional light on this subject in Monday’s debate in the 
Commons, when he naturally enough sought to blame 
the building employers for all that is wrong. Private 
enterprise in the building industry had, he said, “ failed 
to take advantage of its opportunities.”’ Having “inherited 
the psychology of the economic jungle,” it had “ not yet 
learned how to adapt its building and conduct it 
economy in a society with full t.” Mr Bevan 
maintained that private enterprise is to blame because i 
is still the private enterprise builder who builds th 
houses—whether under contract to local authorities of 
under licence and on his own initiative. He added that 
most of the builder’s work is done with public funds, and 
this is “ one further reason why the building industry 's 
not as efficient as it should be.” 

Some allowance has to be made for Mr Bevan’s exu- 
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FTER the Chancellor’s budgeting and the fore- 

casting in the recent “ Economic Survey,” a rather 
different question has now to be asked about profits. A 
year ago, it could be asked whether they were too high— 
to which the answer was “No.” Six months ago, the 
question was whether profits were falling and would go 
on falling—to which the answer was “ Possibly.” The 
issue for 1950 is whether profits will be high enough to 
make a contribution to savings on the generous scale 
that the Chancellor evidently expects. The total sum 
estimated to be needed to finance the investment 
programme in 1950 is £2,485 million. Towards this 
tota!, the public authorities are expected to save £505 
million, industry's depreciation allowances may contribute 
{900 million and its undistributed profits £600 million, 
leaving £480 million to be found from personal savings. 
Reasons have already been advanced in The Economist 
of April 29th for supposing that these estimates of 
savings are optimistic; if they are not forthcoming 
voluntarily, they can only be produced at the expense of 
further inflation. 


This explains the importance of examining the 
estimates of savings from what the National Income 
White Paper calls “ corporate incomes.” These include 
the profits of companies on the one hand, and public 
enterprises (mainly the nationalised industries) on the 
other ; the following table shows what is expected of 
them :— 


CORPORATE SAVINGS 


({ Million) 
1948 1949 1950 
Depreciation allowances. . 675 865 900 
Free reServe@S- isc. cece 766 508 620 
Of which inventory gains 400 75 100 
Added to, or taken from, 
tax reserves ........ 191 22 20? 


1.250 1,395 1.500 


The profits of these enterprises as a whole, it is hoped, 
will increase sufficiently to raise their appropriations to 
free reserves (after making allowance for depreciation and 
tax reserves) from {£508 million in 1949 to say £620 
million this year. This is a very considerable increase. 
It runs contrary to the Chancellor’s own observation in 
his Budget speech that the progressive increase in profits 
ihat had gone on since the outbreak of war came to an 
end in 1948. It also runs contrary to the showing of some, 
though by no means all, company reports that have 
recently appeared. In the measurement of profits, how- 
ever, time is a confusing element. The statisticians who 
produce the national income estimates find themselves 
able to put forward a figure for profits within three 
months after the end of the calendar year. This is a good 
deal faster than some sectors of industry can work out 
the figures for themselves. For example, the company 
reports that were published in the first quarter of this 
year related roughly to an average financial year which 
ended last September. It is impossible to determine from 
the form of annual accounts required by British law what 
the total profits of industry for a given calendar year may 
have been; all that they show is the calendar year 
profits for those companies whose accounting years 
correspond to a calendar year. Companies whose 
accounts close at dates other than the year end show a 
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mixture of profits belonging to part of the calendar year 
and part of the preceding year. 


* 


There is, therefore, no accurate basis of comparison 
between the estimates of profits in the National Income 
White Paper and the analysis carried out by The 
Economist. On the question whether profits may 
increase to the required extent in 1950, the following 
table throws a little light, but the time lag between the 
earning of profits and their publication severely limits 
its application to the prospects for this year: — 


MovEMENT OF TRADING PROFITS 


Approximately Change in 


Quarter Corresponding Trading Profit 
of Financial compared with 
Publication Year Previous 
Ended Ended Financial Year 
1948 1948 Per cent 
September a March ‘* +35 
December Soe June owe -+ 20 
1949 
March ous September eee +17} 
June gai December ike +15 
1949 
September ss March oon —1 
December eke June ene +1 
1950 
March in September des + 6} 


The comparative stability of profits in the approxi- 
mate financial years ended in March and June, 1949, 
bears out what the Chancellor said about the failure of 
profits to rise further in 1948. The expansion of 63 per 
cent in the financial year ended last September (that is, 
as shown by reports published in January to March this 
year) marches fairly closely with the increase of about 7 
per cent in retained corporate profits last year, as shown 
in the first table. Beyond that it is hardly possible to go. 
in testing the estimates of company savings that have 
been put forward. Many recent company reports have 
shown considerable further increases in trading profits ; 
but there are also important exceptions, such as Dunlop 
and ICI. 


The official statisticians, in their national income 
estimates, show the trading profits of companies and 
public enterprises separately, and also their payments of 
dividends and interest on capital. But they do not give 
separate figures (as between companies and public enter- 
prises) for depreciation, tax provisions, or reserves. This 
presents a further difficulty in comparing the official 
figures with our own. The trading profit of 2,550 
companies (whose reports appeared in the twelve 
months ended last March) amounted to {891.3 
million, an increase of 6 per cent over the total of {838.1 
million in the preceding twelve months. These figures 
(set out in the table overleaf) are a mixture of 
1948 and 1949 results; they were published during 
a twelve month, but were earned over a longer 
period, because some accounts are delayed longer 
than others. Moreover, they are struck before depre- 
ciation, whereas the White Paper figures for com- 
pany profits (£1,590 million in 1949 against £1,685 
million in 1948) are struck after depreciation. The com- 
panies in The Economist sample rrovided £124.§ million 
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for depreciation, according to their reports published in 
the last twelve months, against {110 million in their 
accounts a year earlier. Net trading profits after deprecia- 
tion would thus be £766.8 million in the latest twelve 
months, or just under half the total shown in the White 
Paper. But since that document puts the joint deprecia- 
tion allowance for companies and public enterprises in 
1949 at £865 million whereas the amount shown in the 
accounts of The Economist’s sample is £124} million— 
about one-seventh of that total—the comparability of the 
two sets of figures is clearly suspect. The difference may 
be partly explained by 
the technical methods 
used by companies in 
accounting for the 
initial allowances on 
new capital expendi- 
ture; since these 


PROFITS, PROVISIONS AND DEPRECIATION 
(£'000) 

Reports Published 

January—March, 1950 


559 Companies 
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All these comparisons at least justify 4 sceptical 
approach to confident estimates of profits in th 
recent past and even more to apparently optimist 
forecasts of profits for the future. If the offical 
estimates are to be realised, there should be he 
and prompt signs from the published profits 9 
public companies of a rising trend. So far as the 
statistical evidence goes, there was such a rise jn the 
year ended in September last. There may, on balance 
have been a further rise since that time. If commodit, 
prices continue to boom, and economic activity js 
fully sustained, there 
seems no reason to 
doubt a further jp. 
crease in profits during 
the course of this year. 
In short, the advan- 
tages of rising prices 


R Published 
April, 1949—Mareh, 1950 


2,550 Companies 


amount to 40 per cent, 
accounting technique 
may make a very great 
difference to the end- 
result in computing 
company profits. 

The White Paper 
shows that dividends 


Gross trading profit 

Income from investments..... 
Other current income 
Non-recurring credits 


Repairs and maintenance 


Total income 


| Previous | Latest 
; Year Year 


a A ELL CC CT 


i 


177,771 | 189,309 | 192,314 | 938,095 | 891,308 [1,120,176 
19.901 | 19,370 | 69 
23) 989 | 9,482 9,947 
5,922 | 4,876 30,727 | 38,890 
204,067 | 214,544 | 218,227 | 941 
| gs7| 1,013} 1,112 


seems likely to out- 
weigh, on the nea 
view, the disadvan. 
tages of rising costs, 
This favourable con- 
juncture will not apply 
uniformly to all indus- 





and interest paid by 
the companies last year 
amounted to £710 
million ; the compar- 
able figure for com- 


Depreciation 18,934 
Income tax (excl. profits tax). 61,728 
Profits tax 948 
Directors’ emoluments... ... 
Administration charges, etc. .. 
Contingencies, provisions, ete... 
Pensions 
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Minority share in profits 


panies in The | tihuenacd 
Economist’s sample Preference dividends ......... 


(after adding back tax 
at the standard rate) 
was nearly {£300 mil- 
lion—again rather less 
than half. Provision 
for taxation by com- 
panies and public enterprises (the latter could not have 
been very large) is put at £721 million ; of this, The 
Economist’s sample represents considerably more than 
half at £392 million. Of the corporate reserves of £508 
million set down in the White Paper for 1949, about 
£217 million can be identified from The Economist’s 
figures. The best guess—and it is no more—is that the 
profits and provisions of public companies account for 


about half of the total of corporate profits shown in the 
White Paper. 


Ordinary dividends 

Revenue reserves 

Brought in (parent company) . 

Carried forward (parent coy.). | 
! 


8 $3 


oo bo to 
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Nore: Detailed analysis of the figures summarised above will be published in next week’s 
issue of the Record and Statistics supplement. 





tries ; many concerns 
in the consumers’ 
goods industries are 
feeling the chilly wind 
of falling demand and 
increased competition 
and are likely to go on 
doing so. But it does 
seem that the check to 
profits which became 
evident between six 
and nine months ago 
has been replaced by a 
further rise—and it is 
not fanciful to link the check with the effective phase of 
disinflation and the resumed rise with its waning 
effectiveness. Sir Stafford Cripps is counting on a rise 
in profits this year, despite his fears that profits are n0 
longer expanding ; much of his policy can be counted 
upon to produce one. What has now to be seen is 
whether his policies, and the forces of renewed expansion 
in the world economy, will produce a sufficient rise to 
support the tasks to which the British economy % 


56,596 
182,091 
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The Cyprus Co. Ltd, Drew, Brown Lid. (Canada), 
Sandilands Buttery & Co. Ltd. (Malaya) and C. Tennant, Sons & Co., of New York 
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The Group provides manufac- 
turers and producers of finished 
articles and raw commodities with 
an economical method of market- 


ing their products throughout the 


world, Expert knowledge in distri- 
bution and salesmanship is avail- 


able through the various units of 
the Group. 
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and public service, invites investments from £1 to 6, 
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Buoyancy of Gilt-Edged 


The happier feeling in the gilt-edged market that 
followed the launching of the big Electricity loan at the 
beginning of this month has since lost only a little of its 
first bloom. Towards the end of last week and early this 
week, indeed, the market almost had the appearance of 
enjoying a minor boomlet not unlike that which followed the 
Gas flotation twelve months ago. Now, as then, however, 
any such description is justified, not by the volume of busi- 
ness passing but by the behaviour of prices alone. The rise 
that has occurred in narrow markets since the BEA issue is 
now quite impressive, especially in the irredeemable and 
longest-dated stocks. Old Consols, including a leap of 
last Friday, had by mid-week reached 707, showing a rise 
of 1/4 this month, equivalent to a fall in the flat yield from 
{3 12s. 11d. to £3 11s. 4d. per cent. Over the same period 
the longest-dated Savings Bonds have risen similarly, while 
gains of 1 or more have been registered by the Gas and 
Transport stocks. 


To the extent that this buoyancy derives from relief that 

the BEA issue is now safely “out of the way,” it wears a 
somewhat spurious air—for reasons given in this column a 
fortnight ago. But there is no doubt that the market is 
benefiting from reinvestment of funds temporarily held idle 
until the electricity operation ; and this demand has enabled 
the authorities to resell perceptible amounts of the new 
stock at a steadily rising premium. There is no sign, how- 
ever, that they are anxious to press their sales. One reason 
for this is doubtless the need to make maximum use of this 
opportunity to shorten the queue of trustee borrowers. The 
first in line proved to be the East Africa High Commission, 
which on Thursday made its second approach to the market 
within two months. As before, the issue took the form of 
33 per cent Stock, 1966/68, guaranteed by the Governments 
of Kenya, Tanganyika and Uganda ; but the amount sought 
was {7,100,000 (of which {2,000,000 had already been 
placed and {£500,000 was reserved for applicants in the 
territories concerned), compared with £3,500,000 offered 
mainly for conversion last March. The issue price was raised 
by two points to 9943, but as the first tranche was standing 
at a premium of three points on the eve of the underwriting 
arrangements, the authorities could scarcely be accused of 
cutting the terms unreasonably fine. 
_ The queue of borrowers has now, it seems, also been 
joined at last by the Coal Board ; the first issue of Compensa- 
tion Stock, to provide merely for payments on account to 
those colliery companies that seek advance payment and can 
agree the figures with the authorities is expected in a few 
weeks’ time. Another of the recent newcomers to the market, 
the 4 per cent debenture stock of H. and G. Simonds, has 
made an impressive debut—but the contrast with the fate 
of the Stilfontein issue, quoted at a substantial discount, 
drives home the truth that the brightening of tone is closely 
confined to investment stocks and that the Kaffir market has 
stll not shaken off its malaise. 


* 


Meanwhile, the market for short bonds has quietened 
down after its phase of sustained strength. Paradoxically, 
the slight shading of prices this week followed indications 
that the tap in the new 2} per cent Exchequer stock was 
ceasing to flow. During the three months that have elapsed 
since the redemption of the 13 per cent bonds, the authori- 
ties have been able to place large lines of the new stock, at 
first by selling for a and, later, mainly by sales made 
against purchases of the 1949/51 National War Bonds. 
Estimates of the total amount unloaded from official port- 
folios range from £150 million to £200 million. Naturally, 
the discount market has absorbed part of these offerings, but 





Business Notes 


a substantial proportion is believed to have gone to the banks 
and the big industrial companies. The fact that the authori- 
ties no longer seem keen to part with stock even against 
purchases of the 1949/51 bonds has given rise to suggestions 
in some quarters that the first stage in the preparation for the 
redemption of the latter security may already have been 
completed. Most market circles, however, adhere to the view 
that the most likely repayment date for these bonds is 
February 1st next; the latest possible redemption date is 
August Ist next. 


* * * 


EPU and Britain 


The British representatives on the Organisation for 
European Economic Co-operation have this week presented 
to the Payments Committee of OEEC their proposals for 
British membership of the EPU. The memorandum falls 
into two parts. The first deals with the “ special” position 
of sterling in the context of intra-European compensation. 
It takes over the device first mooted in the Ansiaux plan, to 
offer creditors in the periodic compensation the option of 
taking their credits in clearing units (the unit of account of 
EPU) or in sterling. The option, if exercised in favour 
of sterling, is subject to somewhat complicated qualifications. 
The British Government accepts full membership of the 
EPU and agrees to the principle of offsetting fully European 
surpluses and deficits, i.e. full transferability of currently 
acquired European currencies. 

The second part of the British memorandum develops 
general proposals for the granting of credits, the length of 
the “ swings,” the extent and timing of gold payments and 
other technicalities. This section of the paper is causing 
certain difficulties. The British proposals show the familiar 
desire to postpone gold or dollar payments to the last possible 
moment and to endow the proposed EPU with the widest 
powers of credit extension. These views have not met 
with unanimous support. There is an opposing school of 
thought, led by Belgium, which wants to restrict the 
credit creating potentialities of EPU and introduce the 
dollar or gold payment points at the earliest possible 
moment. A compromise between these two extremes 
will no doubt be achieved. But it would be unreasonable 
to expect it in time for the meeting of the Ministerial Council 
that is due to open in Paris on June 2nd. The British 
delegation at this meeting will be led by Mr Hugh Gaitskell. 
All being well, the new EPU machinery should be ready to 
take over from the Intra-European Payments Scheme when 
it closes its second annual circuit on June 30th next. 


* * * 


Double Taxation Relief 


It is rare for a clause in the Finance Bill to be greeted 
with universal satisfaction. The amendment that the 
Chancellor has tabled on double taxation has this welcome 
character. Hitherto, relief from double taxation has been 
bilateral, in the sense that it was granted to British subjects 
in respect of taxation imposed by another country only 
if a double taxation convention had been agreed the 
United Kingdom and the foreign country c 
large number of conventions have been signed since the 
war, between this country and the United States. But some 
gaps have remained—in Europe, South America, India, 
Pakistan and Ceylon. 

The effect of the new clause will enable a British tax- 
payer to claim credit for taxes paid outside the United 
Kingdom (whether in countries that have entered into 
double taxation conventions with this country or not) up to 
limits of 75 per cent of the combined rates of income tax and 











1182 


profits tax for Commonwealth countries and of 50 per cent 
of these combined rates for other overseas countries. 
Dominion income tax relief, as provided in the 1920 Finance 
Act, will disappear ; it has, of course been largely supplanted 
by double taxation relief provided under conventions with 
many Commonwealth countries. But in several cas¢és— 
Ceylon is an instance—its replacement by unilateral relief 
under the new clause will have many advantages, including 
simpler administration, which Ceylon tea shares have been 
quick to reflect. 


In a wider context, the introduction of unilateral relief 
will remove a major disincentive to export trade in certain 
markets where relief in respect of local taxation has hitherto 
been denied. There have been many instances of lost busi- 
ness in recent months that have been due to the fact that 
double taxation would have absorbed virtually the whole of 
the profit and left a wholly inadequate return for enterprise 
and risk taking. The benefit to British industrial concerns 
with widely spread markets overseas should be appreciable. 


* * * 


Stock Exchange and Public 


Anxious thought has been given in recent months by 
the Stock Exchange authorities to what, for want of a better 
term, must be called its “ public relations.” Ignorant and 
prejudiced criticism has long been the occupational hazard 
of the dealer in securities, and in recent years—when the 
public temper has too often inclined towards writing off old 
institutions on the ground of their defects—there has been 
a real need for the public to know how the Stock Exchange 
functions, and how its work fits into the economic system 
as a whole. The need has coincided with the stress of internal 
changes in the character and scope of the markets, and of 
external changes in modes of saving and investing. These 
new factors strongly indicate that the Stock Exchange of the 


fut~<e will be a very different place from the Stock Exchange 
of the past. 


It is much to be welcomed, therefore, that the Council is 
now actively exploring ways of improving the public’s know- 
ledge of Stock Exchange matters. Mr John Braithwaite, at 
the annual meeting of proprietors on Wednesday, indicated 
that three initial steps are under consideration. First, it is 
hoped to provide more adequate statistics relating to Stock 
Exchange business—not an easy matter, but one that has 
long called for improvement. Secondly, it may be possible 
to arrange for admission of the public to see the way business 
is carried through on the floor of the House ; there are 
difficulties of accommodation to be overcome, but it may 
be that in time the Mappin Terraces of Capel Court will serve 
a useful purpose in educating the public in the habits and 
antics of “ bears ” and “ bulls.” Thirdly, a film on the history 
and functions of the Stock Exchange is under consideration ; 
perhaps this provides the greatest opportunity for projecting, 
in popular terms, the part that the security markets play 
in the country’s economic life. 


Proposals such as these would have aroused horror only 
twenty years ago, and even today they will not be entirely 
free of contention. But the main po‘nt is clear. The con- 
ception of the Stock Exchange is changing from a mystery 
mistrusted by the average citizen into a public service, which 
must be understood by the public if it is to serve them 
efficiently. To expla‘n itself to the public, the Stock 
Exchange will indeed be embarking on a lengthy and costly 
job. But under modern conditions it is an inescapable 
responsibility. 


* * 


Dollars for Argentina 


The long delay in resuming the Anglo-Argentine trade 
and financial negotiations must be related to the news that 
the Export-Import Bank of Washington has granted Argen- 
tina a credit of $125 million. It ‘s evident that Argentine 


THE ECONOMIST, May 27 19s, 


ministers and Government officials have had their atten 
so concentrated on these dollar loan negotiations as to | re 
no time for discussions with the British mission tha 1 
been kicking its heels in Buenos Aires since early February 
Moreover, nothing was to be lost by Argentina in delayin, 
negotiations in which the Argentine hand would be - 
siderably strengthened if, as has now occurred, the aid of 
dollar credits were forthcoming. A large part of the credit 
from the Export-Import Bank will be required to Pay of 
commercial debts to the United States on which Argentina 
had to default last year. These debts, including large amounts 
due on confirmed bankers’ credits, amounted to between 
$150 million and $200 million. Arrangements were mad 
towards the end of last year to earmark first 20 per cent 
and then 30 per cent of Argentina’s gross dollar earnings 
to repay these liabilities. The amount outstanding is esi) 
mated to have fallen to just over $100 million. The Export. 
Import Bank credit will, therefore, suffice to repay the 
balance of these debts with a little to spare. 

As the debts are repaid, the American banks may again 
loosen their purse strings. There are already suggestions 
that a $75 million Argentine credit has been arranged jointly 
by the National City Bank and the First National Bank of 
Boston. With more dollars at their disposal, the Argentine 
negotiators may be expected to adopt a somewhat “ tougher” 
attitude towards Britain in such matters as Argentine 
purchases of non-essentials from sterling countries. These 
additional dollars, however, will be of no help in getting 
rid of Argentina’s exportable meat. The British market 
for meat remains the strongest card in Brita'n’s hand for the 
poker game that is being played in Buenos Aires. 


e * o 


Refineries and Rationing 


If the scale and value of British operations in the world 
oil trade are considered for a moment, it seems strange that 
discussion of oil matters at Westminster should be so largely 
in terms of domestic refining and the domestic motorist’s 
ration. Yet the fact seems to be that the larger and smaller 
subjects have become thoroughly intertwined in the mind 
of the Government and of Parliament. Conservative 
Members, in last week’s debate in the Commons on petro! 
rationing, attacked the Government for having been slow 
with the home refinery programme. Labour Members 
reproached the Opposition with having “left refineries to 
be built in foreign territories” before the war, and mait- 
tained stoutly that “ we ”—meaning, apparently, the present 
Government—had been energetic and imaginative refinery- 
builders. The fact is that the oil companies did not build 
general refineries in Britain before the war because they did 
not think it would be good business to do so. Since the wat, 
in a changed set of circumstances, they decided that it would 
be good business after all. The Government’s part— 
creditable part, but not spectacular—has consisted principally 


in giving out the necessary permits without unreasonable 
delay. 


In the past year, with many of the earlier obstacles out of 
the way, the pace of refinery-building has been sharply 
accelerated. Work on the Fawley plant started late, 
but its progress since the autumn has been astonishingly 
rapid. Various considerations, mainly of a financial 
kind, held up until last year the final decision to go ahead 
with the Fawley project. So large an American investment 
implies substantial dollar remittances to the United States 
in the future, and there were misgivings on both sides about 
this. There was talk at one time of the Economic O 
operation Administration being asked to guarantee a 
investment. Finally the American parent company decid 
to make the entire investment from its own dollar funds 
and the misgivings were overcome. These facts are common 
knowledge ; to recall them now would be unnecessary 
not the Minister of Fuel and Power unearthed yet another 
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explanation for the delays which are now over. “ Labour 
was in urgent demand for reconstructing Southampton and 
renousing the people,” said Mr. Noel-Baker. It would really 
have been better to let the matter rest. 


Now that the refinery programme is well under way, the 
spen in the industries concerned who have been working hard 
to get the plants built may feel a little rueful on learning 
that the progress made has been achieved by official zeal. 
They may be puzzled, too, to find that the purpose has 
apparently been to supply that part of the British oil con- 
camption—a relatively trifling proportion—which is held 
in check by petrol rationing. 


* * * 


Future of the Oil Talks 


Mr. Noel-Baker mentioned in last week’s debate a new 
offer from one of the American oil companies, and seemed not 
without hope that it might lead to some agreement. The 
offer is believed to refer to the British market, and the sug- 
gestions which have been heard that it may have a big effect 
on the domestic petrol ration may well be true. But the main 
hope to be placed in it is that an agreement on one matter, 
however limited, might break a state of deadlock that has 
gone on for too long. If this could be done the way might 
be cleared for a wider, more constructive discussion. There 
is every need for Anglo-American talks which would look 
ahead and seek a rational development of the expanding 
world oil trade. A year ago there seemed to be some 
prospect of such an approach, though the difficulties were 
and are formidable. Instead, a series of disputes arose about 
pockets of trade in the soft currency countries and finally 
about the trade in the sterling area itself. Over these ques- 
viens the Anglo-American talks have become entangled and 
the negotiators themselves exhausted. 


Yet the matters now in dispute are not so large that a 
turn of the market cannot. render them irrelevant—as, for 
instance, the up-turn in the United States market which 
since the beginning of this year has converted a glut of 
fuel oil into almost a scarcity. In contrast there are many 
oil questions in which the American and the British interests 
are mutual, and the solution of these would bring very large 
advantages to both sides. How to secure an effective 
exploitation of Iraq oil is one such question. 


A limited agreement with one company will not resolve 
all the present disputes. Nor will a successful conclusion 
of these talks—if some happy turn of events should bring 
t about—settle the more important questions of future 
development in the overseas oil-bearing regions of the world. 
Perhaps oil talks between Britain and the United States will 
have to be accepted as an enduring phenomenon. But first of 
ail the disputes which have arisen over local markets will 
we be settled, or shelved: it does not greatly matter 
waich, 


* * m 


Clothing Development Council 


__ The action by which certain firms in the clothing 
industry sought to have the Clothing Industry Development 
Council Order of last year declared void by the High Court 
has failed. Mr Justice Sellars gave judgment for the Board 
of Trade last week. The order was made under the Industrial 
Organisation and Development Act, 1947, and that Act 
requires that the Board of Trade shall first consult with both 
employers’ and employees’ organisations within the trade and 
that no order shall be made unless the Board is satisfied that 
the development council is “ desired by a substantial number 
of the persons engaged in the industry.” The plaintiffs 
Claimed that the order was not desired by a substantial 
number of employers in the industry and that, in effect, the 
Act meant that both a subs*nntial number of those employing 
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as well as employed must desire the development council 
before the Board of Trade could validly set one up. 

Mr Justice Sellars found that in fact it was impossible to 
say that a substantial number of persons on both sides of 
the industry did not desire the development council. The 
majority of firms inside the employers’ organisation did not 
want it, but, in numbers, the employers’ organisation spoke 
only for some 6,000 concerns out of 24,000 in the industry. 
In addition some 1,000 firms which processed clothing were 
in favour. On the employees’ side, two trade unions did 
desire the council and they represented some 150,000 people 
out of the 474,000 working in the industry. These facts in 
themselves were, he said, sufficient to defeat the plaintiffs’ 
claim. Counsel in the case had also argued a further point, 
one that always arises in a claim of this kind. The Attorney- 
General, for the Board of Trade, had argued that the Court 
had no jurisdiction to interfere in the exercise by a Minister 
of a discretion given to him by Act of Parliament, the 
plaintiffs the reverse. It was unnecessary, Mr Justice Sellars 
said, for him to determine that question. 


This case establishes no legal precedent; it has been 
decided on its own set of facts. At the moment the courts 
still act on the sensible rule that they have inherent jurisdic- 
tion to hear complaints concerning ministerial actions but 
that it is not for the judiciary to interfere with what are in 
reality political decisions ; their right to quash a ministerial 
order must be reserved for cases in which the Minister has 
either not followed the steps laid down by Parliament or has 
acted in a fashion completely at variance with the elementary 
principles of justice. It is difficult to see how this practice 
could be changed with advantage. Judges should not reverse 
political decisions; by attempting to do so they would 
weaken, if not lose, their capacity to reverse decisions which 
are unjust or illegal. 


But this judgment leaves a practical question open. Will 
this develop.nent council be of much use to the clothing 
industry while the organised employers remain in their 
present mood ? For moods are not reversed by statutory 
instrument, judicial decree, or Act of Parliament. Mr Harold 
Wilson has not yet won his real battle. 


* * * 


Cotton Doubling and the Tax System 


The flow of productivity team reports continues.* The 
investigations made by the cotton yarn doubling team suffered 
in some ways from the fact that the American industry, being 
unacquainted with the division of cotton manufacture in 
Lancashire into its detached sections, regarded the spinning, 
doubling and weaving teams impartially as three manifesta- 
ions of a Textile Productivity Team. The three processes 
in the United States “are normally carried out in the same 
mill and regarded to all intents and purposes as comprising 
only one industry.” In the upshot the doubling team saw 
very little doubling. 


It has, however, some useful things to say about American 
practice in such matters as the estimation of work loads and 
the application of cost, production and quality standards. 
The team came away persuaded that the current American 
methods of making a scientific work-load assessment and 
basing upon it a system of payment that relates reward to 
effort are sound and offer a pattern for the British mills to 
follow. It urges more attention to the training of new entrants 
in correct methods of working by means of the Cotton 
Board’s “training within industry” scheme. It acknowledges 
the excellence of the American arrangements for testing the 
yarn and securing close control of quality. Conceding that 
American productivity is higher than British, it attaches 
importance to “ production-consciousness,” the attitude of 








* Cotton Yarn Doubling. Anglo-American Council on Produc- 
tivity. 3s. 
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mind that causes American unions to bring pressure to 
bear on a management that appears slow to adopt mill 


improvements. The team also falls into one old and 
interesting error. 


The error arises from its observation that the piece-rate 
in American mills works quite well without an incentive 
bonus added, and that this fact “is bound up with the low 
rate of taxation in America.” British taxation, it reasons, 
makes a different method necessary : — 


The incentive to higher productivity would be greatly 
increased if operatives were paid on the basis of a flat rate 
plus production bonus, provided that, at the same time, 
the method of taxation were revised to enable such bonuses 
to be paid free of tax. 

The fact is that everybody, not only the doublers, would be 
delighted to work harder if they were permitted to enjoy the 
use of their earnings. But if the public authorities insist on 
taking 40 per cent of the national income or more, tax-free 
bonuses will not avert the consequences. If the doublers had 
such a bonus everyone else would want one too, and a general 
interest would be created in whittling away the standard, 
cutting down the basic day’s work, and inflating the tax-free 
earnings at the margin. Few things could be worse than the 
present tax ‘arrangements, but this would be. Heavy taxes 
inhibit high production ; there is no way round that hard fact. 


\ 


* * * 


Lull in Exports 


A decline in exports last month was to be expected in 
a short month interrupted by the Easter holidays: April, 
in fact, contained only 23 working days compared with the 
standard 26. April’s total exports of £150 million were, 
however, £34 million lower than in March, and this was 
too sharp a reduction to be explained entirely,by the shorter 
working month. The trend in exports during the past 
twelve months, adjusted to the standard 26 working days, 
is shown in the following table: 


UNITED KINGDOM ExporTS 


(£ million) 
SEE ar a 
May, 1949......... 151} | Sept., 1949..... 142 Jan., 1950...... 176 
MA. o. Sauceuaeae 155 | es a sake Ee ee ee 169 
I, 4 Asus ib tee gg isvtes Oe 4  , een tis 177k 
Aine. ox ‘nub ow. | Oe. > S a sess 160 hehe. uses 169} 


The rate of exports in April was about 3 per cent lower 
than the average for the first quarter of the year, but some 
12 per cent above the average for 1949. 

Exports of vehicles totalled £32.7 million, only £700,000 
lower than the monthly average in the first quarter. The 
number of new cars exported fell from a peak of 36,608 in 
March to 29,056 in April, while shipments of commercial 
vehicles and chassis declined from 12,823 to 10,757. These 
reductions, however, were almost entirely offset by larger 
exports of ships and aircraft. Exports of machinery last 
month fell by 16 per cent compared with the average for 
the first quarter, and iron and steel goods by Io per cent— 
reductions that were generally spread over the various 
markets. Textiles also experienced sharp falls; cotton and 
wool exports were each some 14 per cent smaller. These 
figures were redeemed by the fact that shipments of cotton 


and wool textiles to Canada and South Africa increased last 
month. 


Exports to Canada have in fact maintained a steady 
improvement since October ; in April, they were 13} per cent 
higher than in March. Shipments to the United States, 
unhappily, declined sharply and were at the lowest rate since 
October. This reduction was accounted for mainly by much 
smaller exports of whisky and china clay: shipments of many 
other goods, including cotton and woollen tissues, china and 
earthenware and cycles increased compared with March and 
also with the monthly average for the first quarter. 
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«“Two-Tier” Staffing for the Banks ? 


Most employers of large clerical staffs must alre dy 
aware that social changes accelerated by the — y be 
especially those resulting from the Education Acts of = 
and 1945, are altering radically the accustomed Pattern, : 
their staffing problems, although the full effects may ors 
apparent for some years. Among the institutions likely », 
be most directly affected are the big banks, but so far fie 
of them have seemed reluctant to come to grips with the nak 
of formulating new policies. In the circumstances Lor 
Balfour of Burleigh has performed a notable service—to othe 
employers besides his fellow-bankers—by boldly bringin 
these difficult questions into the forum of public debate. Th 
most pressing problem, to which he devoted the bulk of hi 
valedictory address last week as President of the Institute a 
Bankers, is that diagnosed in a passage from the report of the 
Carr-Saunders Committee on “ Education for Commerce” 
published at the end of 1949. This pointed out that, , 
young people of ability and enterprise pass in increasing 
numbers through the Universities, “any occupation which 
neglects the graduate will recruit largely from among thos 
who are below the average in these qualities.” In other 
words, if the banks and other similar institutions contin 
their tradition of taking an overwhelming proportion of their 
recruits direct from school, they are likely to be unable to 
secure the average quality of personnel to which they are 
accustomed, and may find themselves, in a few years’ time, 
particularly deficient in men and women suited for higher 
posts. 


Tentative experiments made by the banks in the past in 
recruiting graduates by systems of so-called “ special entry” 
have not been outstandingly successful and have served 
merely to create among the generality of bank staffs an 
abhorrence of any formal “ two-tier” system, which would 
be against tradition. Lord Balfour believes, however, that 
an entirely new approach must soon be made to this problem. 
He points out that in practice the staffs of the banks tend 
inevitably to divide themselves into two broad classes— 
regardless of the social and educational background of th 
men and women concerned—corresponding to the two kinds 
of employment the banks have to offer. He therefore feels 
that new systems of special recruitment of graduates in con- 
siderable numbers ought not to be regarded as in any way 
objectionable—provided that “every junior” still has 1 
“C.G.M.’s baton in his attache-case.” It will be long, 
perhaps, before the banks as a whole alter their practice 
radically, though some are already making tentative move, 
but Lord Balfour’s thesis plainly merits full and open-minded 
consideration by all of them. 


* * * 


Shipbuilding Costs 


Private shipowners and shipbuilders, who have ‘on 
been complaining of continually increasing costs, will not be 
surprised to find from the report of the Comptroller and 
Auditor General on the Civil Appropriation Accounts for 
1948-49 that Government departments have had much the 
same experience, though in exaggerated and even bizar 
forms. The story of two former German vessels in the hands 
of the Ministry of Transport is related, although thet 
names (presumably now Empire Orwell and Empire F ome} 
are not mentioned. These ships were first converted snt0 
troopships in 1945 at a cost of £624,000, but on their si 
voyages serious engine defects were disclosed and they 0X 
to be withdrawn from service. In June, 1946, it was 
mated that new boilers and machinery for one ship ~ 
cost £350,000, while in March, 1947, similar work for = 
other was estimated at £400,000. It was then pro 
the opportunity should be taken of refitting the vessels 

~ of the most modern standard, and a yao 
figure of about £150,000 per vessel was suggested for 


work. By January of last year the Ministry of Transpott 
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Water Treatment 


Some industrial processes can only be carried out 
with soft water and industries such as dyeing and 
bleaching first became established in those areas 
in which the water is naturally soft. Nowadays, 
the chemist can make water suitable for almost any 
purpose. The origin of water treatment may be 
traced back to a Scots doctor, Thomas Clark, who 
discovered in the first half of the fast century that 
certain types of hard water could be softened by 
adding lime; *‘ Clark’s method ”” is still the basis 
of the lime-soda water treatment process which is 
widely used in industry today. Since Clark’s 
pioneer work, many other chemicals have been 
produced for the treatment of water. In 1938, for 
example, two British chemists, Adams and Holmes, 
discovered the value of synthetic resins for 
treating water to be used in certain industrial 
processes—where a water of high purity, com- 
parable with that of distilled water, is required. 
One of the greatest, but least known, achievements 
of the British chemical industry is to treat, every 
day, thousands of millions of gallons of water 
used in textile processes, laundries and boilers— 
an achievement which saves the community many 
millions of pounds annually. British Railways 
treat between fifty and one hundred million 
gallons of water a day in order to maintain their 
locomotive boilers in sound condition and free 
from scale. The British chemical industry also 
provides the housewife with soda crystals and 
similar alkalis which form the basis of domestic 
bath salts and water softening compounds. 












The Gateway to India 


Businessmen need go no further than London to find the 
key to the gate, for the National Bank of India can provide 
all commercial banking facilities needed for trade with the 
subcontinent of India. Moreover, the Bank’s specialized 
knowledge of this area and of East Africa can be of great valtte 
to those interested in developing trade with these territories. 
Enquiries are welcome at Head Office and branches. 


A comprehensive banking service is 
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reported to the Treasury that difficulties had been experi- 
enced in regard to the machinery, that there had been a 
persistent rise in costs, aggravated by delays (intensified by 
the priority given to other ships in the yards), and that the 
work on the two ships would cost roughly £1,560,000 for the 
engine work, £1,459,000 for trooping accommodation, and 
£1,064,000 for other work. The total cost of converting 
these vessels, which at last entered service this year, works 
out at about £4,600,000—possibly more than it would cost 
to build two similar ships today brand new. 


Another sad experience has been with ships for carrying 
settlers to Australia. The seriously damaged Monarch of 
Bermuda (it can be presumed) was bought for £245,000 and 
the Australian Government was told that it could be con- 
verted into an excellent emigrant carrier for £1,000,000 ; this 
sum Australia agreed to put up. More detailed examination 
of the vessel, however, has shown that her conversion will 
cost considerably more than twice this figure. Australia then 
refused, naturally enough, to pay more than half. Now 
known as the New Australia, this vessel is still not in service. 
The cost of refitting two other ships has also to be revised 
“jin consequence of expected increases from £542,000 to 
£1,500,000 and from £150,000/£200,000 to {£650,000 re- 
spectively.” These astonishing figures reflect more than the 
steadily increasing trend of shipbuilding prices in the period 
concerned. That trend has here undoubtedly been heavily 
accentuated by inexpert estimation, failure to specify require- 
ments adequately, and delays and indecision which no private 
enterprise could afford. The Comptroller’s report presents 
the taxpayer with a short course in the cost of official ship- 
owning. Though shipbuilding costs did rise consistently 
during the period, it is apparent that the peak has now been 
reached. The chairman of the United Molasses Co., Limited 
(owners of tankers and of the Anchor Line) was able to record 
on Tuesday that tankers delivered this year cost no more 
than those delivered in 1949. 


* *® * 


Private Work in Naval Dockyards 


The Comptroller and Auditor General finds further 
scope for comment in the Navy Dockyard and Production 
Accounts for 1948-49—and particularly in a loss made on a 
commercial contract undertaken by one of the dockyards. 
The Admiralty undertook in 1946 to repair a badly damaged 
tanker for a Norwegian shipowner at a fixed price of 
£250,000. Work started in December, 1946, but was not 
finished until June, 1948. It was not until March, 1948, that 
the Treasury was informed that the job would probably cost 
about £350,000 to complete. The eventual cost proved to 
be £421,327, an excess of £171,327 over the contract price, 
although this deficit included charges amounting to £31,545 
which involved no actual outlay. The loss gives some measure 
of the risks incurred by a private ship-repairer who quotes 
fixed prices, as is often the normal commercial practice. This 
incursion of a naval dockyard into commercial enterprise 
does not seem to have been a great success. Its most 
remarkable feature is that the price originally quoted was 
known at the time to be £20,000 lower than the estimated 
cost. It appears that in order to maintain employment in the 
dockyards when Admiralty requirements were declining, it 
was decided to accept commercial work on repayment—in 
other words, to compete with the private ship-repairing 
industry. Moreover, the Director of Dockyards had been 
authorised, if it should be necessary in order to get business, 
to quote fixed prices not more than 15 per cent below esti- 
mated costs. The unfortunate consequences of this pro- 
cedure to the taxpayer are revealed in the report; the 
principle involved has threatening implications, too, for the 
ship-repairing industry—which, it is worth while to point 
out, is a useful earner of foreign exchange in peace as well 
as a vital service in war. 
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New Stainless Steel Process 


Much has been heard of the potential uses 

as an aid to steelmaking, but puileees of its cote = . 
mercial application has so far been surprisingly scarce Th. 
decision of the Sheffield firm of Edgar Allen and Compa, 
to make known the technique of oxygen “ lancing ” which y 
has evolved for the purification of stainless steel has sg 
fore, a special significance. The firm demonstrated the tech- 
nique to the press last week. An electric arc furnace, charged 
with stainless steel scrap, was heated to about 1,700 degrees 
Centigrade in the ordinary manner. Oxygen was then blowg 
into the molten alloy by means of a lance, and the tem. 
perature raised several hundred degrees further. This had 
the effect of burning out from the steel the greater part of 
the residual carbon. In the result a stainless steel of exce 

tionally low carbon content was produced with a consider. 
able saving of time. 


The persistence of carbon has always presented a prob- 
lem in stainless steel manufacture, and the claim is made 
that the steel produced by this process is of superior quality 
and, because of its low carbon content, is more easily pressed, 
drawn or manipulated than normal good quality stainless 
steel. But the potential value of the technique js 
obvious in another way also. All steel manufacture produces 
scrap, which is usually remelted to produce more ingots, 
Stainless steel scrap presents a difficulty because the remelt- 
ing process causes carbon from the furnace electrodes to 
enter into the steel ; the removal of this carbon was difficult 
and expensive, and also involved the removal of much 
valuable chromium which entered into the slag and was 
wasted. The oxygen process enables the carbon to be 
removed without a significant loss of chromium. Stainless; 
scrap, which tended to accumulate in the works or to be 
sold off at very low prices, has become fully re-usable. Some 


35,000 tons of stainless steel scrap arises in a normal year in 
Sheffield alone. 


The commercial possibilities of the oxygen lancing tech- 
nique hardly need, therefore, to be emphasised. Two ques- 
tions arise, however, before an estimate can be made of the 
prospects of a substantial reduction in the price of stainless 
steel. The first is that the very high temperatures reached 
in the process must increase the wear on the furnace and 
frequent cooling of the furnace for relining would be costly. 
More experience is needed before this factor can be fully 
assessed. The other question concerns the price of oxygen, 
which is of interest to other industries which are consider- 
ing oxygen processes. If a cheap and ample supply of 
oxygen is made available to meet the potential demand, such 
processes will no doubt be adopted the more readily. 


* * * 


Wool Reaches a New Record 


Wool prices attained new record levels at last week's 
London wool sales, equalling or surpassing the fantastic 
heights of 1920. The rise was not confined to a few small 
lots of special quality wools, but extended to the average typ*s 
which form the bulk of Bradford’s raw material. The better 
merino wools (70’s) sold at 154d. a lb, compared with 96d. 10 
September ; the standard merinos (64’s) were quoted # 
148d. against 88d. at the time of devaluation, while fn 
crossbreds cost 1164d. a Ib. against 68d. and coarse crossbreds 
(46’s) 65d. a lb. against 36d. J 

The rise during the ight months has thus been 
cas entice of Ser tat ca We tnteer toe bes been 
by inferior than by superior qualities. Manufacturers a 
far from happy about the extent of the rise. Home demand 
for textiles has slackened and when this further sharp 
increase in raw materials in final selling prices, 1t 
feared that consumers will be further discouraged. The 
large export of in the past two or three months has 


overtaken most of the arrears in deliveries > — 
Customers, but new orders are apparently not being © 
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in anything like the same volume; overseas buyers are 
reluctant to pay present high prices, particularly for goods 
to be delivered at the beginning of next year. 


Trends in the wool market since the war have run counter 
to all expectations. Wool consumption has substantially 
exceeded current production and the gap has been bridged 
by using up virtually the whole of the stocks held by 
the Joint Organisation. These stocks will be exhausted 
within six months and if the demand for wool continues at 
its present rate, a further rise in price is to be expected until 
demand is equalled to the current clip. There may well be 
scope for some economy in wool consumption ; although the 
wool textile industries of the world are using about 25 per 
cent more wool than they did between 1934 and 1938, their 
production of tissues is at present some § per cent less than 
before the war. But quite apart from the factors that govern 
its own supply and demand, wool is also sharing in the 
general commodity boom which has been developing since 
last November. In future, the wool market is likely to be 
much more sensitive to changes in economic conditions in 
America ; since the war the United States has become the 
world’s largest consumer of raw wool and, with Britain, 
the world’s largest importer. 


* * * 


Rubber at Two Shillings 


Rubber has been close to two shillings a pound for more 
than a fortnight, and there are no signs of any imminent 
change. Consumption of natural rubber in the United 
States apparently continues unabated, although it is nearly 
10 cents above general purpose synthetic, which costs 184 
cents a lb. As Sir John Hay points out in his address 
to shareholders of United Sua Betong Rubber Estates, this 
experience has at least shown that competition from synthetic 
rubber need not prevent the price of natural rubber from 
rising beyond some theoretically pre-determined level. Sir 
John’s main assertion is that rubber is still not a dear 
commodity for American consumers. The average price last 
year (in American currency) was almost exactly the same as 
the average price for 1939. Even now the present price 
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is not much more than 50 per cent higher than the prewar 


level—though then, of course, attempts were still being made 
to control output. 


Sir John gave some interesting figures on the rise in the 
cost of producing natural rubber since the war. If wages 
iN 1939 are expressed as 100, existing rates for field workers 
would be 324 and for tappers 320. On the same basis, the 
current cost of building materials ranges from 365 to 415, 
nitrogen 215 and ie em 203. Production costs have 
Increased about threefold since 1939, quite apart from the 
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increased cost of such services as housing, medical attention, 
maternity benefits, educational and recreational facilities. 
Yet the average price for rubber last year—in terms of local 
currency—was less than 25 per cent above its prewar level. 


Great improvements have been made in the development 
and use of high yielding stock and in efficiency of manage- 
ment; these have absorbed part of the increase in costs. 
Sir John went on to plea for a stable price “ which provides 
a fair standard of living for the workers on the rubber estate, 
which encourages consumption as well as production and 
which permits of a reasonable profit to the efficient pro- 
ducer.” This is certainly an ideal which, if it could be 
achieved, would greatly improve the prospects of political 
stability in Malaya and South-East Asia. But it would not 
be easy to define such a price to the satisfaction of all parties, 
even for a limited period of time. 


Two Impressive Results 


A chain store concern, such as Marks and Spencer, 
trading in favourable conditions of continuing full employ- 
ment, might have been expected to improve even upon its 
previous records. It is more remarkable that J. and P. Coats 
was able to achieve a further rise in profits in 1949. The 
experience of ICI and Dunlop, both of them companies whose 
activities, like those of the Coats group, are dependent to a 
considerable degree on external markets, was less favourable 
last year. Group profits of J. and P. Coats, after charging 
depreciation but before deducting taxation, rose from 
£7,890,490 to £8,282,752, compared with an increase of 
fully {1.4 million between 1947 and 1948. The dividend 
of 125 per cent is repeated. Net profits are supplemented 
by a special credit of £2,250,000 arising from exchange 
differences. After crediting this impressive by-product of 
devaluation and deducting £4.3 million against £3.8 million 
for taxation, group net profit is £6,193,187, against 
£4,106,651. Doubtless J. and P. Coats contributed its full 
share to last year’s rise of I4 per cent in cotton thread 
exports. Yet the fact that trading profits rose by about § per 
cent, compared with a 20 per cent rise in the previous year, 
when exports also rose by 14 per cent, suggests that higher 
raw material costs may have reduced profit margins. 


Marks and Spencer’s jump of fully £280,000 in net profit 
to {2,121,102 after increased depreciation, repairs and 
taxation charges is impressive. Group trading profits, after 
deducting interest and directors’ emoluments, have risen from 
£5,269,883 to £5,844,661. The company is again supple- 
menting the cash dividend of 60 per cent by a bonus share 
distribution, this year of one §s. share for every 44 shares 
held. This requires £49,168 from reserves, and is thus 
within the £50,000 limit which does not require approval 
of the Capital Investments Committee. There is a hint here, 
presumably, of the resumption of annual scrip bonuses which 
before the war were a regular feature of Marks and Spencer 
finance. 
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Shorter Notes 


The President of the Board of Trade told the cotton tex- 
tile trade in March that adjustments of the ceiling prices for 
utility textiles would in future be made promptly to take 
account of changes in raw cotton and cotton waste prices. 
The first adjustments under this new policy were announced 
this week. New orders increasing the manufacturers’ maxi- 
mum prices for most utility cotton textiles will come into 
force on June sth and 7th. The new prices are on the 
average about 24 per cent higher than the existing maximum 
prices; they take account of price changes in raw cotton 
since January 5th and in cotton waste since March 2nd. 


* 


The Minister of Supply announced on Monday the 
termination of the control of distribution of steel, except 
for sheet and tinplate. Licences will still be needed to 
acquire these two relatively scarce products. Mr Strauss 
added that the administrative arrangements that regulate 
the distribution of certain types of steel tubes and pipes will 
continue for the time being. Other steel products, which 
have been in plentiful supply for some time past, can now 
be acquired freely, and the complicated system of allocation 
that has been in force with certain changes since 1940 has 
been brought to an end. 


* 


Mr A. Stuart Allen’s presidential address to the Society 
of Incorporated Accountants and Auditors on Wednesday 
devoted close attention to the effect of rising prices on the 
problem of capital replacement. A telling example showed 
that the gross cost (before taxation) of maintaining assets 
originally costing £100,000 in 1900 and now costing three 
and a half times as much would have amounted to no less 
than £443,700 in 48 years. The replacement of the bulk of 
industry’s assets has not, in Mr Allen’s judgment, yet 
become imperative ; but, as he pointed out, this may dis- 
guise the gravity of the problem but does not diminish its 
inevitability. 
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The “Shell” dividend disappointed the hopes 

who had inferred from the increase in the Burman Oj. 
dend (raised from 124 per cent to 15 per cent) that “ Shel » 
might follow suit. The distribution is Is. 6d. tax free, as ; 
1948. Profits of the Royal Dutch/Shell group (after 
vision for exploration, research, iation and taxation 
are estimated at £35,732,000, compared with £33,227, 
in 1948 (the latter figure having been adjusted appropriatel 
to include the group’s share of profits in Venezuelan 01 
Concessions, which became a fully owned subsidiary dur 

1949). “Shell” Transport and Trading shares fell 25. 64 
to 65s. 74d. on the news. pass 


* 


A return has been made to the prewar practice of chargin, 
less for house coal in summer in order to encourage hous. 
holders to stock then for the winter. The reductions of 
between 2s. 6d. and 5s. a ton announced this week will b 
compensated by price increases in winter. In commentins 
on the scheme the Minister of Fuel and Power said that th: 
failure of the public to buy coal in summer had been grossly 
unfair to coal merchants ; it was of vital importance thi 
householders who had space to stock coal should do so, [: 
is piquant to recall that Mr Noel-Baker was asked in the 
Commons on March 27th to allow the full permitted quantity 

_ of house coal for the year to be delivered in summer to thos: 
householders who could accept it, but ‘he refused. “Ty 
allow this,” he said, “ would imperil the principle of fair 
shares for all,” since “ many consumers have not got facili- 
ties for stocking coal.” 

* 


The Anglo-Canadian wheat discussions ended in London 
this week. An understanding was reached between the two 
countries whereby Canada was assured of a market for a part 
of its crop without involving Britain in any additional dollar 
expenditure. An official statement on the outcome of the 
talks is expected next week. Meanwhile the Canadian 
Wheat Board has set the initial minimum price for next 
season’s crop at $1.40 a bushel, compared with $1.75 fo 
this season and the guaranteed minimum price of $1.54 1 
bushel for 1950-51 under the international wheat agreemen’. 





SECURITY PRICES AND YIELDS 


A fuller list containing 366 securities appears weekly in the Records aud Statistics Supplement. Notes on the following company teports 
appear in the Supplement : Morris Motors ; United Molasses ; Dunlop Rubber. 
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IN THE SERVICE OF THRIFT FOR OVER A CENTURY 


---- DICTATE IT HERE 


You can take the ** Recordon ”’ into 


Committee or the board room; 


secescnnameetareentaansaanetneieaiestactial tadieet isin 


take it home for urgent work like 
a portable typewriter or send its 
paper recorded discs in an 


ordinary envelope safely through the post. 







TYPE IT THERE.... | 7 : 
| ABBEY NATIONAL 


BUILDING SOCIETY 
SAFETY-FIRST INVESTMENTS 


Sums up to £5,000 are accepted for invest- 
ment in shares yielding 2} per cent. per 
annum, or in a deposit account bearing annual 
interest of 14 per cent., income tax in each 
case being borne by the Society. Husband 
May we send you our fully descriptive folder or better and wife are considered as one for the pur- 
pose of the £5,000 maximum, 


It will work as well in your home 
as in your office and when on the 
rad you, or your travellers, can 
use it from the car by means of a 


special converter which we will supply. 


still arrange for a demonstration in your own office ? 
Head Office: ABBEY HOUSE, BAKER STREET, LONDON, N.W.1r. 





Tea 


.--- DOES IT EVERYWHERE Not so funny 
for Mr. Nash! 


* Recordon **_— the first mognetic dictating Mr. Nash’s eudden transform- 
g 
ation from a dignified business 


unit. Use it anywhere, take it everywhere— man to a sprawling figure of 
waving arms and legs struck 





some passers-by as funny, But 
when he was helped to an ambulance with an injured back and head, 
_““eree® Mr. Nash could hardly be blamed if he did not 
, share the joke. He was unable to work for 
* many months, while expenses mounted. Yet 
- he was able to convalesce with an easy mind, 
for under his ‘General’ Personal Accident 
Policy he received £10 a week until he was fit. 


““Recordon”’ is the only self - contained 


dictation - transcription unit of its kind. 








—_- ——_- —______- 


Micsephanns sani: Miskiees nonis 0 Sie yeurcbinen patient Raneshiiedien bail. Aas 
. cS wise to face the risk — and all that it means to 
depending on the type required. $49 a 10 a 2 Peace of mind 3° — without this cover? It’s worth hile 

finding 
costs very little General's’ Personal Accident Policies—just send 


Maonufecturers and sole distributors :— 
THERMIONIC PRODUCTS LTD. 
(Dept. E.2) Morris House, Jermyn Street, Haymarket, London, S.W.| 


Telephone: Whitehall 6422 (5 lines) 


Sales & Service Centres : Manchester, Birmingham, Bristol, Leeds, ete. 





Re 
FAMOUS FOR ALL CLASSES OF INSURANCE 
SS 
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COMPANY MEETINGS 


STEWARTS AND LLOYDS, LIMITED 


OUTPUT AGAIN A RECORD 
THE NATIONALISATION ACT 
GRIEVOUS LOSS TO SHAREHOLDERS 
MR A. G. STEWART’S SPEECH 


The sixtieth annual general meeting of 
Stewarts and Lloyds, Limited, was held on 
May 24th in the Merchants’ Hall, 30, George 
Square, Glasgow, Mr A. G. Stewart (the 
chaitman) presiding. 

The chairman said: Ladies and Gentle- 
men, the directors’ report and the accounts 
have been in your hands for the statutory 
period of time. The only comment I would 
make on the directors’ report is to emphasise 
the amount spent since the war on capital 
expenditure. At a figure of £12,059,000 it 
exceeds the amount of capital issued to the 
stockholders. 


Stockholders will have noticed the new 
form of consolidated profit and loss account. 
Changes in the manner in which the accounts 
are set out aim at making the company's 
position as plain as possible to the stock- 
holders. I think you will agree that the 
profit and loss account before you this year 
can be more easily understood, and the 
results of the year more readily appreciated 
than in previous years. 

You will also have noticed that the head- 
ings and amounts shown in the preliminary 
dividend announcement can_ easily be 
identified with the profit and loss account. 
From the accounts it can be established that, 
whilst the deferred dividend is 12} per cent., 
the gross amount of this dividend is just 
over 3 per cent. of the net assets employed, 
at balance sheet values. Taking into account 
the extent to which the balance sheet values 
are low, as described to you last year, the 
true percentage is under 2 per cent. 


DEVELOPMENT OF THE COMPANY 


It has long been the tradition of the com- 
pany to recognise that it has a threefold 
public responsibility ; to the consumer of 
its products ; to those whom it employs, and 
to those who provide the necessary capital. 


It may be of interest to recall certain 
incidents in the development of the company 
which, whilst referring largely to the finances 
of the company, a matter of direct interest 
to the stockholders, do bring out the almost 
continuous but carefully considered develop- 
ment of the company, a factor which is of 
vital concern to the company’s customers 
and employees. 


I will go no further back than 1903, when 
the name of Stewarts and Lloyds, Limited, 
was adopted, following the amalgamation 
of Lloyd and Lloyd, Limited, and A. and J. 
Stewart and Menzies, Limited. The sub- 
scribed capital of the company, including 
debentures, was then £1,750,000. 

Expansion was practically continuous u 
to 1925 and regular dividends were paid. 
By that date the subscribed capital had 
grown to about £5,500,000. The year 1926 
was a difficult year, particularly for those 
with big interests in the export trade, such 
as we have, and it became to 


years. 
difficuk period of 1930- 
1932. I would like to em ise that whilst 
ived no dividend in 
1931 and 1932, their capital was not reduced 
as happened to so many others at that time. 


THE CORBY WORKS 
During this period of depression, active 
consideration was being given to a plan to 


build an integrated steel works at Corby. 
The object was to provide siee! of the right 
quality and in sufficient quantity to enable 
us to produce gas list tubes by modern 
mass-production methods on the same site at 
world competitive prices. As a preliminary 
and in order to provide the requisite load 
to enable the mass production plant to run 
efficiently, the business of John Russell and 
Company was acquired in 1929, our agree- 
ment with Tube Investments, Limited, was 
emiered into in 1930, and the Scottish Tube 
Company was acquired in 1932. 


The year 1932, with the capital increased 
to over £6,000,000, marked the end of one 
phase and the opening of a new phase. 


The firm decision was then made to pro- 
ceed with the building of the Corby works. 
With the background of those two lean years, 
the decision to proceed with this large scheme 
in the circumstances has been described, not 
inappropriately, as an act of faith. 


The final event which enabled the Corby 
Scheme to be launched was the agreement 
reached with the’ Bankers Industrial 
Development Trust, whereby the necessary 
finance was assured. Whilst under that 
agreement over {3,000,000 became available, 
it speaks well for the company’s credit that 
less than £500,000 was drawn from this 
source, as it became possible to obtain 
— from the issue of Debentures in 
1934. 


Rapid progress was made at Corby. The 
first tubes were rolled and basic Bessemer 
steel produced there in 1934, 


Whilst the company’s position rapidly 
improved as Corby established itself as 
perhaps the cheapest producer of gas list 
tubes in the world, the development of 
Corby, to the stage then contemplated, was 
not wholly complete when the war started 
in 1939. Profits during the immediate pre- 
war years had shown a considerable increase, 
and ihe present dividend rate of 124 per 
cent. was established in 1937, but an even 
greater increase in profits would have been 
achieved but for the private trade war which 
the company was forced to fight against 
German and other government subsidised 
competition all over the world. 


Further issues of shares were made in 
1936 and 1938; and just before war broke 
out, the Stanton Ironworks Company, 
Limited was acquirea—bringing the capital, 
including Stewarts and Lloyds and Stanton 
Debentures, up to approximately £151 mil- 
lion, nearly nine times what it had been in 
1903 and nearly two and a-half times what it 
had been in 1932. 


_ It should be remembered that by this 
tume we had made considerable investments 
overseas, particularly in South Africa and 
Australia where tube works had been 
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of Corby, nor the acquisitio 
Company. cS 


The story of the war years, and the 


the company played in muniti 
has been told on other oxi 

In May, 1945, stockholders w. 
that the directors had formulated then 
diate postwar development plans. As .., 
are reminded in the report before you toda 
rapid progress has been’ made with thee 
plans. . 

With this large programme of cap; 
expenditure before them, the directors ‘yer 
bound to take a conservative view regardi 
the rate of dividend distribution. The first 
real benefits of postwar development were 
reported to you last year—the output of 
steel tubes in 1948 showing an increase of 
10 per cent. on the output in 1947, fo, 
1949 we are able to report a further increas: 
of over 25 per cent. in the output of see! 
tubes on the 1948 figure. ; 

Bearing this large increase in mind, and 
noting that the Corby Continuous Weld 
Tube Mills are producing almost four times 
the tonnage of gas list tubes contemplated 
in the original plan, and having regard also 
to the expenditure of £12 million on plant 
and buildings since the war, it is only natura 
that such a sharp increase in profit is now 
shown. In my view, the directors would be 
open to criticism if, under the good trading 
conditions prevailing in 1949, the results had 
been substantially otherwise. 

In addition, I should point out that the 
profit for the vear, after taxation, namely 
£4,274,908 is only approximately 13 per cent. 
of the net assets employed, at balance sheet 
values, and again taking into account the 
extent to which these values are low, the per- 
centage is in the neighbourhood of 7 per 
cent. only. 

I think you will agree that over this period 
of nearly half a century the company cannot 
be accused of lacking foresight, prudence or 
a sense of public duty. 


NATIONALISATION 


Each year, since 1946, in my address to the 
stockholders, I have dealt with the subject of 
Nationalisation of the iron and steel industry. 
The Bill, which was before the House of 
Lords when I spoke to you last year, has now 
became an Act of Parliament. It is laid down 
in the Act that the Minister of Supply shall 
appoint the members of the Iron and Steel 
Corporation, in which Corporation the 
securities of the companies specified in the 
Act shall later vest. 

It is also laid down in the Act that the 
Minister shall not appoint any member of the 
corporation before October 1, 1950, and that 
the securities of the companies involved shall 
vest in the corporation on January 1, 1%l, 
or such date later, but not more than twelve 
months later, as the Minister may, by order, 
substitute. 

The date of the appointing of the corpora 
tion and the date of vesting were thus 
amended to ensure that the proposals 
not be implemented until after an appeal to 
the country. You all know the result of the 
election, but by no stretch of imagination can 
it be considered that such a narrow majority 
endorses the decision to introduce such 4 
sweeping change as the nationalisation of the 
industry. 

It is not possible to forecast what the 
immediate future holds and whether of not 
the corporation will be appointed on Oc : 
Ist, or whether the vesting date mt 
deferred as provided for in the Act. \™ 
fortunately 


COMPENSATION INADEQUATE 
Last year I dealt fully with the inadequa‘y 
of the compensation terms, and I would &% 
phasise that the figure of tion 


-se* 


no account of the £12 million spent © 
capital expenditure since the war, nor of 
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increased volume of profit which, as I have 
already said, is the natural consequence. You 
will also be aware that under the provisions of 
the Act, the rate of dividend cannot be 
increased. _ 

If, in spite of all, the measure were to 
be carried through, the loss to the stock- 
holders of this company would be grievous. 

The production record of the industry for 
1949 has already received favourable com- 
ment on all sides, and so far as your com- 
pany is concerned, the figures which I have 
already quoted to you show that we have 
played a very big part I can only confirm 
what I said last year, that your directors 
are completely opposed to this measure, 
which can only dis.urb and perhaps destroy 
for ever the smooth and efficient working of 
the industry and must inevitably lead to 
complications outside this country and con- 
sequently endanger our export trade to an 
extent which few can visualise. 


TRADIN.« IN 1949 


Despatches of tubes, pipes and fittings 
in 1949 again constituted a record in the 
history of the company. They much ex- 
ceeaed those of 1949, which was in itself a 
record year. 

It is a satisfactory position to be able to 
record, since it illustrates not only that 
many of the schemes of development which 
were started in 1945 have now been com- 
pleted, but also that the level of demand 
has in general kept pace with the increase in 
productive capacity. The actual tonnage of 
steel tubes, pipes and fitting, despatched in 
1949 amounted to 705,000 tons, an increase, 
as I have already said, of over 25 per cent. 
on the 1948 figure. 59 per cent. of this 
tonnage was delivered in the home market, 

' and 41 per cent. exported. 

Last year I referred to the high level of 
demand from the oil industry and to our 
expectation that deliveries would be sub- 

| stantially increased in 1949 as the result of 
our development schemes, and in particular 
to the new tube mill at Clydesdale Works. 

1 am glad to say that these expectations 

have been realised, our deliveries to the oil 

| companies in 1949 amounting to 212,000 
tons, representing an increase of approxi- 
mately 50 per cent. over 1948. 
_ Perhaps the most significant factors affect- 
ing the company’s trading position which 
have occurred since I last spoke to you are 
the devaluation of the pound in relat:on to the 
dollar, the enforced rstriction in capital 
expenditure in this country, and the expan- 
sion of trade abroad by a number of 
countries, notably Germany and France. 

It is too early as yet to estimate the full 
effects of devaluation. Costs of production 
Must tO some extent be increased, but the 
actual effect cannot as yet be foreseen. On 
the other hand, the company’s competitive 
strengih in the dollar markets, and in the 
world’s markets in competition with the 
dollar countries, has been much enhanced. 
lo illustrate this point I am glad to be able 
to tell you that it is estimated that we shall 
succeed in exporting to Canada in 1950 some 
50,000 tons of tubes and 20,000 tons of 
steel strip, the value of which will exceed 
_ 7,000,000 Canadian dollars. 

Whilst the restriction in capital expendi- 
ture in this country must tend to reduce the 
demand at home. so far as 1950 is concerned 
no serious falling off in the volume of orders 
's anucipated. The position indeed is that 
the company’s home order book, with the 
exception of a few minor items, is sufficient 


to ensure full production until the end of 
the year. 



























EXPORTS TO EUROPE 


The resumption of exports on 2 large scale 
by European countries has as yet had no 
Mportant bearing upon the position of your 


exceeded those in 1948, the demand is still 
Sreater than we can supply, having due 


company, Although our exports in 1949. 


regard to the needs of the home market. 
Prices quoted by European makers which 
until recently were greatly above our own, 
have, however, fallen very considerably, and 
it is to be anticipated that this position will 
be accentuated should the supply exceed 
the demand. We have continued our policy 
in the export market of moderation in prices 
and of only accepting orders where we felt 
ourselves capable of meeting the delivery 
required. This policy will, we feel, be of 
considerable benefit to us in the future. 

We feel that we are now fulfilling the 
needs of our customers both at home and 
abroad on a more satisfactory basis. I do 
not wish to make any general prophecy as 
to the future, but I can say that our 
despatches up to the end of April, 1950, 
showed an increase of almost 10 per cent. on 
the corresponding months of 1949. 

The demand on Stewarts and Lloyd’s 
Steel Works remained heavy and the ingot 
production in 1949 was close on 1,000,000 
tons and showed an increase of 8 per cent. 
over the 1948 figure. 

Last year I reported to you that the 
Stanton Ironworks Company increased their 
deliveries of iron pipes and special castings 
by 13 per cent. as compared with 1947. In 
1949 the deliveries were 18 per cent. higher 
than in 1948. There remains a_ heavy 
demand for Stanton products, both at home 
and abroad, and there was, in fact, an 
increase of 30 per cent. in exports during 
1949 as compared with 1948. 

We appreciate the difficulties which can 
arise from the conditions under which we 
have been operating since the war; but we 
are very much alive to the need for giving 
service and satisfaction to our customers ; 
and we are developing on many lines to 
ensure—so far as we can—that should any 
recession take place, we will be in the best 
position to obtain a good share of the 
market, through efficiency and good service, 
both at home and abroad. 


WORKS’ EXTENSION PLANS 


Considerable progress was made during 
the year with our main extension pro- 
gramme ; and also with smaller alterations 
and improvements ; and the efficiency of the 
works generally has again been improved. 

The new open-hearth steel-making plant 
at Corby has now come into operation ; and 
the new tube mills at Clydesdale and Corby 
operated very satisfactorily during the year. 

As you will see from the directors’ report, 
we spent, during 1949 £3,295,000 on 
development. We estimate that during the 
current year the expenditure will be on about 
the same level, and with the developments 
still before us, expenditure will continue at a 
high rate for some years. 

Apart from concentrating on increasing 
production by additional plant, and by 
replacing obsolete plant, we are also 
developing further on the more highly 
finished products. 

Our developments at Corby are being 
handicapped by the extreme shortage of 
houses, which prevents us from recruiting 
or transferring employees to Corby on the 
scale we require. 


LABOUR AND SERVICES 


Our relations with our employees, and 
with the Trades Unions, continue to be 
good; any small troubles which have 
occurred have been quickly settled with 
the co-operation of the Trades Unions. 

We are continuing to extend our medical 
service in all our works, and are finding that 
it is becoming more and more appreciated 
by our employees. This service is regarded 
by management as a necessary and vital part 
of the organisation. 

Our training and education schemes are 
progressing satisfactorily. There is abun- 


dant evidence that the facilities offered are. 
appreciated by our employees and. are of. 
considerable benefit to the company. The 
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company has also assisted the British Iron 
and Steel Federation in the preparation and 
introduction of a system of training appro- 
priate to the young employees of the whole 
industry. 

I have told you today something of the 
growth of the company since the beginning 
of this century, and I am sure stockholders 
will realise that while they owe much to 
those who in the past have bad the energy, 
ability and courage to develop the company, 
they are equally indebted to all those who 
are today serving the company both at home 
and abroad. I know that it would be your 
wish that I should record your gratitude to 
them for their services. 

The report and accounts were adopted and 
the dividend recommendations were 
approved. 

The retiring directors, Mr A. G. Stewart, 
Sir Walter Benton Jones and Mr J. 
Mitchell, were re-elected, and the auditors’ 
(Messrs. Cooper Brothers and Company) 
remuneration having been fixed, the pro- 
ceedings terminated. 


GENERAL EXPLORATION 
ORANGE FREE STATE 


SIR GEORGE W. ALBU’S REVIEW OF 
OPERATIONS 





The annual general meeting of General 
Exploration Orange Free State Limited, was 
held on May 9th in Johannesburg, Sir George 
W. Albu, Bt. (chairman), presiding. The 
following is an extract from the chairman’s 
speech : 

Since the year-end your company has taken 
up additional mineral right options in the 
Orange Free State covering: 

(a) 1,700 morgen in the Bothaville district ; 

(b) A 334 per cent. interest in 4,314 morgen 
situated to the north-west of Odendaals- 
rus, adjoining ground presently held 
by your company and ground held 
by Wit Extensions Limited ; 

(c) A 20 per cent. interest in a block of 
ground in extent 14,724 morgen situated 
to the south-west of Odendaalsrus, to 
the south of ground at present held by 
Lydenburg Platinum Limited and 
Eastern Rand Extensions Limited, and 
associated companies. 

Since the year-end, due to its participation 
rights in the farms Bluegumhoek No. 457 
and Olivine No. 249, your company has 
become entitled to 17,027 shares as vendor 
consideration and to subscribe for 84,424 
shares at par in Virginia Orange Free State 
Gold Mining Co. Limited. It is also en- 
titled to subscribe for £35,547 3 per cent. 
debentures in this issue at {£1 each. 

I should like to draw attention to two 
boreholes—namely, WN.3 and Spes Bona 1, 
in which Middle Witwatersrand (Western 
Areas) Limited, are participating, and on 
which drilling has recently commenced. As 
stockholders are aware, boreholes VDH.1, 
TV.2 and K.1 have indicated a strike of pay- 
able reefs in the Elsburg Series of not less 
than 14,000 feet. The results of boreholes 
WN.3, situated in the north-westerly area, 
and Spes Bona 1, in the south-easterly area 
of this strike, will add additional valuable 
information concerning the extent of these 
very important reef zones. 


DRILLING 
The following are brief details of the pro- 


gress made since the year-end of boreholes 


in which your company is interested: 
Borehole Spes Bona 1 on R/E of the farm 


Spes Bona No. 921, being drilled by your’ 
company on joint account with Middle Wit- 


watersrand (Western Areas) Limited, had 
reached a depth of 20 feet in the Karroo 
System. 


Borehole WN3 on Weltevreden 205 was 


in lava at a depth of 2,036 feet 
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Borehole GG.1 on Graspan 403 had 
reached a depth of 7,256 feet in sediments 
in its fifth deflection, which was commenced 
at 5,113 feet at the end of February last. 
Considerable trouble has been encountered 
in this hole due to caving in faulted sedi- 
ments below the lava, and no fewer than four 
deflections have proved abortive on this 
account. 

Borehole VDH.4 on Van den Heever’s 
Rust 419 had reached a depth of 3,912 feet 
in lava. 

Borehole “ Diamant 1” on Diamant 1370 
had reached a depth of 5,640 feet in sedi- 
ments, having passed through the base of the 
lava at 5,450 feet. 

Borehole “ Tiedenham 2” on Tredenham 
1367 had reached a depth of 4,698 feet in 
lava. 

Borehole HL.1 on Holfontein 148 had 
reached a depth of 6,551 feet in lava. 

Borehole P.1 on Petra 157, after inter- 
secting the “grit band” detailed in the 
directors’ report, penetrated two conglomerate 
bands at 4,366 feet and 4,408 feet carrying 
low values. These low values were con- 
firmed by two further deflections. These 
conglomerate bands are assumed to be the 
Leader and Basal reefs. Further drilling is 
being done in this area. Two further de- 
flections were also made on the grit band I 

have mentioned, which assayed 5.4 dwts. 
over 12 inches and 8 dwts. over the same 
width. 

Borehole UC.58 on Puntie 146 was stopped 
at 3,808 feet on April 19th, in beds considered 
to be below the Basal reef horizon. 

Borehole WE.9 on Weltevreden 205 was 
stopped at 8,102 feet in steeply dipping sedi- 
ments considered to be below the Basal reef 
borizon. 

The report and accounts were adopted. 

Copies of the full report of the proceedings 
may be obtained on application to 
London office. 


BRIXTON ESTATE, 
LIMITED 


INCREASED REVENUE 


The annual general meeting of Brixton 
Estate, Limited, was held on May 22nd, 
Mr P. Meighar-Lovett, O.B.E. (managing 
director), presiding in the absence through 
illness of the chairman, Sir Eustace Tenny- 
son-d’Eyncourt, Bt., K.C.B., F.R.S. 

The following is an extract from the 
statement couuatal with the report and 
accounts : — 

The net revenue, after taxation, has in- 
creased from £24,973 to £29,776. During 
the year the authorised share capital was 
increased from £180,000 to £300,000 by the 
creation of 480,000 new ordinary shares of 
5s. each. £20,000 of the general reserve was 
capitalised and applied in allotting 80,000 
of these shares as fully paid to existing 
shareholders in the proportion of one in four. 
After crediting the general reserve with 
£15,000 from the current year’s income, this 
reserve now stands at £20,000. 

It has only been possible to obtain per- 
mission for small amounts to be spent on 
war-damage repairs. Continuous efforts are 
being made to obtain li for the rein- 
statement of the company’s remaining war- 
damaged properties, but so far without 
success. 

Further increases can be expected from 
a full year’s income on account of the 
renewal of old leases at improved rentals. 
Our associated company is making satisfac- 
tory progress by the purchase of income-pro- 
ducing properties, but the development of 
their sites 1s, with one exception, still held 
up by the difficulty in obtaining licences. 

wo interim dividends amounting to 15 per 
cent., less tax, have already been paid, and a 
final dividend of $ per cent., less tax, is now 
recommended on the increased capital. 

The report was unanimously adopted. 


THE UNITED SUA 
ESTATES, 
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BETONG RUBBER 
LIMITED 


HOPE OF CESSATION OF DISTURBANCES UNREALISED 


SIR JOHN HAY ON COSTS AND PRICE 


The forty-first annual general meeting of 
The United Sua Betong Rubber Estates, 
Limited was held on May 25th at 52-54, 
Gracechurch Street, London, E.C, 


The following are extracts from the circu- 
lated statement of the chairman, Sir John 
Hay :— 


When I addressed last year I enter- 
tained the hope that disturbances which 
then afflicted Malaya would by now have 
ceased and that those who serve us in the 
East would no longer be in danger of attack 
from lawless gangs. These hopes have not 
been realised. Raids on property and attacks 
on personnel have multiplied. The estate 
bungalow has become a fortress to be vigi- 
lantly guarded, the public highway a hazard 
to be travelled at one’s peril and the estate a 
place where the ready gun must be one’s 
constant companion. With the degree of 
danger varying as between one locality and 
another, such is the general background 
against which the company’s operations in 
the East are conducted. This very brief 
description of existing conditions is based not 
on reports of others but on my own personal 
experience gained during a visit of some 
months’ duration, in the course of which I 
visited not only the company’s properties but 
travelled extensively throughout South and 
West Malaya. Notwithstanding dangers and 
difficulties encountered our managers and 
their staffs have succeeded not only in main- 
taining production at a high level but also 
in carrying out a heavy programme of im- 
provement works, such as replanting, re- 
organising, where necessary, tapping, collec- 
tion and processing, and at the same time in 
discharging the responsibility of safeguarding 
their labour against attacks oan without and 
maintaining a contented spirit within by fair 
and considerate treatment. At any time such 
achievements would be very creditable : that 
so much be accomplished under 
conditions which impose a continuous and 
increasing strain on our staff is high testimony 
to their courage, steadfastness and resource- 
fulness, which we do not fail to appreciate. 


present employed in operating industries in 
dangerous areas, are not merely serving private 
enterprise : are performing the vital task 
of protecting and preserving the economy of 
el a Agee the assaults of the Com- 
munists ose aim is its disruption and 
destruction. 


ACCOUNTS 


The comparative figures set out in the profit 
and loss account show the substantial extent 
to which our profits have been increased and 
your board feel justified in i 
the payment of a dividend at the rate of 17k 
per cent. I should point out that this rate of 
dividend is calculated on the nominal issued 
capital, namely, £900,000. The actual capital 
employed in i assessed 


* d i 
equivalent of 7.04 per cent. gross or 3.87 
per cent. net—a modest return indeed on an 
enterprise of this ae poe which carries its 
wie army have had coe rather 
experience. The ing table sets out the 
—— in which our profit is disposed 


i 


Profit, before charging re- 
planting and depreciati: £ 
To which should be added 371,041 
payments to Gove 
Cess ees ee 60,531 
£431,572 
This is disposed of as 


1) Replanting provision 51,086 
2) ee? 24,141 
2 Transfer to reserve 000 
4) Increas2 in carry for- 


« 11,621 6, 

(6) Total taken by Govern- 136,888 3171 
to 

(1) Quit rent, duty and 


cess .., Pos +. 60,531 
(2) Profits tax, income tax 147,568 
(e) Dividend ——— 208,099 42 


86,625 m0 
£431,572 100.09 


It will be observed that whilst stockholders 
receive one-fifth of the profit, the Govern. 
ments of Malaya and the United Kingdom 
take nearly half and the remainder is ploughed 
back into the business. But for the abnor. 
mally high expenditure incurred in 1949 o 
replanting, which is permitted as a cha 
against profits for income tax purposes, the 
proportion going to Governments would have 
been considerably more. This abnormal nite 
of expenditure is not likely to be repeated. 
Unless, therefore, there is some reduction in 
the rate of taxation, the proportion taken by 
Government in future years will be eva 
greater 


COST OF PRODUCTION 


Although we succeeded in 1949 in effecting 
some decrease in the cost of production, | 
cannot promise that this will be repeated 
On the contrary, we must expect costs to go 
up. As from the beginning of last month, 
wages to workers on rubber estates wer 
increased by 12 per cent. It is indeed proper 

those who work for us should be ade- 
quately paid and should participate in te 
better fortunes of the industry. At the sam: 
time we must not overlook the continued 
upward trend of the main elements in the 
cost of production. ‘Taking an index of 10) 
as representing the rate of wages in 1939, the 
existing rate for field workers is 324 and for 
tappers 330. ‘The cost of building materus 
has recently further increased and the indet 
for current costs is from 365 to 415. Fert 
lisers are still costly: nitrogen is 215 aud 
phates 203. In addition to cash wagts 
receive payment in kind in the form 
of housing, medical attention, matemuly 
benefits, educational and recreational fa 
and so on. The cost of all these services his 
increased enormously. Transport both inlasd 
and overseas is more costly. Using the sam 
i increase in the cost 


the con 
1949, expressed in U.S.A. currency, = 
almost exactly the same as the average pt 


° 


with the higher 
world commodities, the recent tardy increas? 
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: rice of our own seems to have 
nme a matter of general surprise, although 
the causes for that rise are not difficult to 
giscern. In expectation of the devaluation of 
“erling and anticipating some recession in 
rasiness, consumers during 1949 postponed 
ses and drew on stocks to a dangerous 
extent. Although the expected devaluation 
of sterling proved correct, that event did 
nothing to add to the supplies of rubber. 
The anticipated recession in business did 
not occur: on the contrary, the demand in 
America for rubber products — increased. 
Exports of crude rubber from Indonesia did 
not come up to expectations and the purchases 
so long postponed came upon a market 
which could not offer any surplus supplies. 
Whether the prevailing level of price will be 
maintained or increased it would be imprudent 
in the present state of uncertainty to hazard 
an opinion. It might help, however, to a 
more accurate assessment of the situation if 
I point out that the average price of rubber 
for the current year up to May 15th was 
20.95 U.S. dollar cents—a figure which 
should not prove too burdensome to the 
consumer. That is slightly less than the 
average for 1947, which was then regarded 
as barely profitable to producers, and well 
below the average for 1948 which was 22.01 
US. dollar cents. It is evident from these 
figures that there has been as yet no signifi- 
cant change in the average price of rubber in 
terms of U.S. dollar currency. Such rise as 
has occurred in the sterling average only 
registers the change in the value of that 
currency. From this factual statement, 
however, no wrong inference should be drawn. 
Those of us who are concerned with the long- 
term interests of the industry do not look 
with favour on wide fluctuations in price or 
on the continuance of a price level which 
gives that easy profitability which engenders 
extravagance in costs. Rather would we see 
a stable price which provides a fair standard 
of living for the worker on the rubber estate, 
which encourages consumption as well as 
production, and which permits of a reasonable 
profit to the efficient producer. But stability 
in price can only be achieved if continuous 
production and unimpeded export are matched 
by constant and even buying, whether for 
commercial or Governmental purposes. 
The present level of price for plantation 
rubber would appear to confound the view 
so often and so confidently expressed in some 
quarters that the competition of synthetic 
rubber would act as a deterrent against any 
rise in the price of the natural product above 
a predetermined level. The fact is that as long 
as the use of synthetic rubber is mandatory 
its value in open competition can only be a 
matter of assertion and counter assertion. 
One eminent American authority, appearing 
before the Armed Services Committee of the 
House of Representatives, which is con- 
sidering the subject of future legislation 
respecting synthetic rubber, gave evidence 
in the following sense: that synthetic rubber 
had not proved its ability to compete with 
natural rubber in the open market, and that 
the so-called “ voluntary” use of synthetic 
was at the best a quasi-voluntary use. In 
Some earlier speeches I have ventured to 
express opinions in that sense. It is a matter 
of special interest to me to find my views 
supported from a quarter which could hardly 
be accused of being partial to natural rubber 
Tests. 


purch 
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FORWARD SALES 


The only long-term forward sales out- 
standing are for the period July/December, 
1950. ‘The quantity sold is the equivalent 
of 8 per cent. of our estimated output for 
that period at a price of 1s. 33d. 


RESEARCH AND PROPAGANDA 


Tn common with other rubber producers in 
Malaya we have been contri for some 
years to the upkeep of come research 





Stations. Contributions are in the form of a 
cess levied by Government on producers’ 
outputs. This being an easy and convenient 
way of raising money, no objections have 
been made on the grounds that progressive 
units in the industry, with their increasingly 
higher rates of output, pay proportionately 
more per acre than those who have continued 
to rely on old planting stock and consequently 
have a smaller rate of output. The original 


' proposals for centralising research and finan- 


cing it in the manner described were made 

Sixteen years ago by a committee presided 

over by my colleague, Sir Andrew McFadyean. 

I was also a member of that committee. Our 

views on the soundness of the proposals then 

made, for the purposes then specified, have 

not altered. Our firm belief in the value of 

research is made evident by our voluntary 

action in setting up and maintaining, in con- 

junction with associated companies, our own 

research organisation which supplements the 

works of the central institute at Kuala Lumpur. 

The central institute’s findings, particularly 

in the field of genetics, have proved valuable 
to the rubber producing industry. In additioa 
to productive research carried out at the Kuala 
Lumpur centre, there is also conducted, 
mostly in this country, what is termed 
“consumption research.” Although much 
diligent and patient work has been done in 
this field, it is difficult to ascertain whether 
any positive findings have yet been reached 
which are of practical benefit to the industry. 
From these two major activities other minor 
ones have stemmed, one operating under the 
all-embracing term “‘ Development ” and the 
other under the title ““ Propaganda.” These 
combined activities are financed partly out of 
the cess which I have mentioned and partly 
out of what is known as the “* Rubber Fund,” 
which is made up of sums derived from the 
proceeds of rubber exported in excess of the 
amount permitted under the former inter- 
national regulation scheme. A Government 
appointed committee sitting in Kuala Lumpur, 
the personnel of which is seldom constant, 
is primarily responsible for finance. In 
practice that responsibility is discharged by 
simply allocating annual sums to each of the 
boards directing the activities I have listed 
and receiving any reports that may be sent to 
them by any of these boards. The boards of 
the main research institutes, either in majority 
or in whole, are nominated and appointed by 
Government and these boards in their turn 
have the major say in deciding upon the con- 
stitution of the boards appointed to direct 
“ Development ” and “ Propaganda.” The 
McFadyean committee’s proposals were never 
designed to suit such a varied assortment of 
activities with its system of interlocking boards 
and involving expenditure of money well 
beyond anything that was then contemplated. 
At the present time Malayan producers are 
liable to pay a cess at a rate which yields over 
$6,000,000 per annum. In addition to this, 
heavy raids, amounting to several more 
million dollars, are made on the Rubber Fund. 
The cess, only recently raised to its present 
figure, may be increased again to finance 
schemes upon which the general body of 
producers has not been consulted. The 
proceeds of the existing cess are not used 
exclusively for the benefit of Malayan pro- 
ducers. Working under the present hap- 
hazard methods, the producer who supplies 
all the money has no effective say in oe 
on the purposes to which it shall be applied, 
whilst directing boards, owing in the main 
their appointments to some remote Govern- 
ment authority, cannot maintain for long a 
sense of accountability to the mere contri- 
butors. Rubber estate owners may read for 
the first time through the medium of the 
Press of proposals involving expenditure for 
years ahead to which they are to be com- 
mitted, or, at other times, rubber producers 
may be consulted, but generally on a plea of 
urgency which does not permit of too close 
examination or consideration. We and our 
associated companies are substantial sub- 
scribers to these activities. We have much 
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sympathy with most of their underlying 
purposes and we are happy to co-operate with 
other units of the industry in a common 
effort to advance the efficiency of the industry, 
but in our view the present methods are open 
to objection and should be so amended as to 
conform to sound principles of administration. 
It may well be argued that since no cess could 
be imposed except by the authority of the 
Government of the Federation of Malaya the 
initiative in this matter must rest with that 
Government. Nonetheless, it would be highly 
creditable to the industry if, without waiting 
on others, it took prompt measures to put its 
own house im order. 


PARKINSON AND COWAN, 
LIMITED 


CONTINUED PROGRESS 
SIR GEORGE JESSEL’S ADDRESS 


The fiftieth annual general meeting of 
Parkinson and Cowan, Limited, was held in 
London on May 19th. Sir George Jessel, 
Bt., M.C., the chairman, in the course of his 
address, said: 

This is the fiftieth annual general meeting 
of the company and consequently an occasion 
when we might feel a modest pride in the 
progress made during the 130 years of our 
existence, and particularly during the last 
half-century, when as a public company our 
business has extended in size and technology 
so far beyond our founders’ conception. 

The summary of our year’s operations 
shows that we earned a consolidated gross 
profit of £308,673 (£299,143 last year). 
After deducting depreciation, taxation anf all 
other charges, our consolidated net profit is 
£80,307 (£94,186 last year). 

Your directors recommend that we repeat 
last year’s ordinary dividend at the rate of 
7 per cent. and after allowing for 7 per 
cent. cumulative preference dividend, already 
paid, there is a surplus of £33,730 to be 
retained by the group. 

Once again I have to draw your attention 
to an increased provision for income tax and 
profits tax at £96,121 (£85,538 last year), 
which more than absorbed our increa 
gross profit. We have also provided slightly 
larger sums for depreciation at £85,787, and 
we have applied £13,000 to deferred repairs 
(£13,789 last year). 

Our fixed assets are higher at £542,228 
(£521,510 last year). During the year we 
purchased £96,587 worth of new plant and 
equipment. Our stocks are a little up at 
£826,732, and our total resources in cash 
and tax reserve certificates are substantially 
up at £250,556 (£149,410 last year). 

Current assets exceed all liabilities by 
nearly a million pounds, and with the addi- 
tion of the value of fixed assets the net assets 
stand at more than 14 million pounds, in- 
cluding nothing for goodwill. This covers 
the issued preference stock and the balance 
represents 28s. 4d. per £1 of ordinary stock. 
The ordinary dividend of 7 per cent. thus 
represents (other than preference capital) 


employed. 


only about 5 per cent. on the capital 


SURVEY OF GROUP OPERATIONS 


You will see that for a company of our 
size we have an unusually wide diversity of 
interest. We believe this diversity to be a 
most desirable element in commercial 
stability, but it brings with it problems. of 
its own. 

Our gas cookers, particularly the famous 
“Renown,” continue very high in public 
esteem, and we have every reason to hope 
that new products which we shall be intro- 
ducing in this field will still further enhance 
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The demand for meters of all types has 
been good, although overseas markets have 
become intensely competitive. There are 
very few companies in the world which pro- 
duce, as we do, gas, electricity and water 
meters. I think we can claim that in all 
three fields our products are of very advanced 
design, and in many cases incorporate 
techniques which are ahead of competitive 
practice. 

Our leather business enjoyed a satisfactory 
year, and we continue to occupy a premicr 
position in the fields we serve. 


The market for gas water heaters, although 
slightly improved, has coutinued to be 
smitten by a savage purchase tax, and the 
national output of this appliance is far below 
pre-war level. 

Our business in precision components for 
the instrument trade is making steady pro- 
gress, and we number among our customers 
many world-famous makers of scientific 
equipment. 


We continue to make great efforts in the 
exports field. Executives of the company 
are constantly visiting oversea markets, and 
we ate maintaining our share of the business 
available. 


THE FUTURE 


We are planning to spend more than 
£200,000 during the next two years on plant 
and on improvements to buildings and ser- 
vices. We are continuing our policy of 
devoting much time and money to the re- 
cruitment and training of young engineers, 
for we believe that the future of our com- 
pany will be largely governed by our success 
in the selection and training of the next 
generation of executives and technicians. We 
are steadily extending the range of our 
products and are entering some new fields 
of manufactvre. 


The level of business at the beginning of 
this year was generally similar to 1949. Un- 
less there is any drastic curtailment of ex- 
penditure by public authorities we have 
reason to expect a satisfactery year ahead 
of us. 


DIRECTORATE 


Mr D. M. Henshaw did not seek re- 
election owing to other heavy responsibilities, 
and tribute was paid to his valuable services 
since he joined the board in 1935. During 
the year Mr Edward C. Woodall, O.B.E., and 
Mr Wilfrid H. Dimsdale, M.A., had been 
appointed directors and were confirmed in 
office. 

Fitting reference was made to the late 
Mr W. W. Parkinson, who, when he retired 
in 1946, had been associated for 57 years 
with the management of the group. 


The chairman concluded with thanks to 
the managing director (Mr H. P. Barker) and 
to the staff and workpeople. 


The report and accounts were adopted. 


C. & K. FOOTWEAR 
FURTHER PROGRESS 


The third annual general meeting of 
C. & K. Footwear, Limited, was held on 
May 23rd, in London. Mr Joseph Whiteley 
(chairman and joint managing director) 
presided. 

The following is an extract from his cir- 
culated statement : — 

Further progress has been made during 
the past year. The trading profit for the 
group was £113,203, compared with £111,984 
for the previous year. After providing for a 
first and final dividend of 40 per cent., less 
income tax, writing off preliminary expenses, 
£1,495, and placing the sum of £5,000 to a 


contingencies reserve, the group carry 
forward is £37,749, compared with last year’s 
figure of £19,067. : 

The consolidated balance sheet continues 
to reflect the sound and liquid position of 

The increased production and distribution 
which have been achieved have enabled us 
to offset the reduced controlled profit margin 
which became operative in February, 1949, 
and the further reductions imposed by the 
Board of Trade at September last. 

Orders for our “PANDA” models exceed 
the possible rate of preduction. The fine 
quality and finish have created an ever- 
increasing demand. 

A national advertising campaign which has 
recently been launched in respect of our 
“CEEKAY” branded shoes is already 
showing satisfactory returns. 

You will be pleased to know that the 
Board of Trade are considering the decontrol 
of our industry. It is to be hoped that the 
negotiations now in progress will have the 
desired result. 

You will realise that the consequence of 
devaluation has been substantially to increase 
the cost of leather, the full effects of which 
have not yet reached the public. 

In spite of the difficulties of the industry 
generally, I am not pessimistic of the future, 
knowing that we are well equipped to face 
the various problems which continue to arise. 

The report was adopted. 


CLEAVER-HUME PRESS, 
LIMITED 


TRADING PROFIT £209,702 


The fifth annual general meeting of 
Cleaver-Hume Press, Limited, was held on 
May 19th at Winchester House, Old Broad 
Street, London, E.C. 


Mr F. Graham Maw (chairman) presided, 
and in the course of his speech said: A 
trading profit of £209,702 represents the 
aggregate profit of all our departments. The 
balance carried to the appropriation account 
is £170,435, against the corresponding figure 
last year of £148,575. Bringing in the 
balance of £17,012 from last year, the board 
had at their disposition a total sum of 
£187,447. 


We have paid the same interim dividend 
and are recommending the final dividend as 
for the previous year, making a total of 
224 per cent., and the final result is that 
the balance of the profit unappropriated 
carried to the balance sheet is £21,134, 
against £17,012 last year. We have main- 
tained our practice of transferring £10,000 
to general reserve. 


STRONG LIQUID POSITION 


The company’s balance sheet shows a 
stronger liquid position and instead of having 
an overdraft, as was the case at the end of 
the previous year, we had a cash credit of 
over £47,000 at the close of the year now 
under review. The capital reserve, the 
development and equipment reserve and the 
general reserve have all been substantially 
increased. The total capital reserves and 
surplus accordingly amount to £481,526, 
which is some £27,000 in excess of our fixed 
assets. Current assets exceed by some 
£20,000 the amount of the current liabilities. 


FAVOURABLE OUTLOOK 


Subject to the incidence of general trading 
and monetary conditions, we see no reason 
why the company should not continue to 
prosper. 


The company employs some 500 staff and 
workpeople, and I want to pay tribute to the 
keenness and devotion which they give to 
the interests of the company. 


The report and accounts were adopted. 
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E. POLLARD AND 
COMPANY 


SATISFACTORY PROFITS py 
LARGE TURNOVER 


950 


E 10 


The thirty-eighth annual 
general me 

of E. Pollard and. Company, Limited 
eld on May 23rd in London. oa 

Mr H. Edward Pollard. the cha; 
the course of his speech, said te : 

The profits of the grou 
and after providing for 
on pee This is s 

i should say that the actual f 
profit earned is low and that the tem 
“he. on a very large turnover. 
he question of the amount of diy; 

on the Ordinary shares that we an 
recommend has given your directors con- 
siderable thought. Since 1938 wages have 
doubled, the value of the £ halved, and tay. 
tion has risen to crippling proportions, W: 
therefore feel that our proposal to make th: 
Ordinary dividend one of 10 per cent. fo; 
1949 is justified and reasonable. 


P were {235.273 
taxation there 
atisfactery, by: 


SHOPFITTING AND ENGINEERING SECTIONS 


The shopfitting and display departmens 
both benefited while cences were careuihe 
and although we did not reach our maximum 
output, we certainly began to fill up th 
factories. The supply of materials js easier 
now, and softwoods are perhaps our only 
remaining shortage. On the other hand 
skilled labour is still short, but our permanen: 
staff is the strength and basis of our succes: 
ful production. 

Shopfitting contracts included a complete 
new store equipped throughout in Sheffield, 
and many other new installations for famow 
businesses, and also an increased amount of 
export work. 

On the engineering side we were particu- 
larly busy on stee! shutter exports. Haskins 
shutters have a sound reputation in many 
countries and export contracts now exceed 
those for the home trade In the same fa- 
tory we also manufacture the Hammond and 
Champness electric lifts, and in spite of strong 
competition, we have successfully installed a 
number of these in various countries. 

The home trade in lifts has been satis- 
factory, and among our many contracts we 
are installing a battery of 21 lifts at the 
Southampton Docks which will be a valuable 
advertisement of our products for years © 
come. 

Our Morris Singer Company have 
successfully completed a school building 
based on their Holoform design. In addition 
they have developed a business they pul 
chased during 1949 manufacturing and selling 
chalices and other church supplies 
precious and semi-precious metals and these, 
together with their stained glass work, which 
is steadily increasing in importance, 

a valuable part of their business. 

On the casting side the iron foundry takes 
over in 1948 has been developed and lis 
proved most helpful in every way 
deliveries of other products of the compat 
have benefited by having our iron casting ® 
our own hands. 

The non-ferrous foundry, apart from the 
renovation and re-design of the Trafalg 
Square figures, have completed during the 
year several heroic size statues for on 
including one of General Monash [of 
Australia. 

As to the future, so many of our [art 
cities, apart from London, have a is 
amount of reconstruction work to be put 
hand, and we shall be concerned with < 
product or another in most of it. os 
controlled flow of rebuilding is over a 
commence and when it does we shal 
ready and able to take part in it. od. 

The report and accounts were adopt 
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TELEPHONE AND GENERAL TRUST, 
LIMITED 


RESULTS AGAIN SATISFACTORY 


SIR ALEXANDER ROGER ON THE OUTLOOK 


The twenty-fourth annual general meeting 
of Telephone and General Trust, Limited, 
was held in London on May 23rd. 

Sir Alexander Roger, K.C.LE., chairman 
and managing director, in the course of his 
speech, said: The results are once again 
suisfactory—the profit after charging profits 
tax and income tax being £88,634—an in- 
crease of £10,760. Dividends, interest and 
sundry receipts at £250,326 were up by 
£36,872. We have transferred £37,500 to 
contingencies reserve as against £40,000 to 
revenue reserve last year—bringing the 
former up to £50,000. After providing for 
the usual 7 per cent. preference and 8 per 
cent. ordinary dividends, which require 
£53,163 net, £100,094 is carried forward. 

Investments in our general portfolio at 
/1,121,636 show a reduction of £44,889, due 
to satisfactory sales. 


VALUATION OF INVESTMENTS 


The valuation of £1,368,279 for quoted 
investments represents an appreciation of 
40.84 per cent. on the net book cost of 
£971,482. The directors consider the valua- 
uon of unquoted investments at their net 
book cost to be fair and reasonable. 

Of the Trust’s total investments, 34.83 per 
cent. are in loans and debentures, 9.15 per 
cent. in preference stocks, 56.02 per cent. 
n ordinary stocks (which includes 26.81 per 
cent. in subsidiaries). Geographically, 64.45 
per cent, are in the British Commonwealth 
and 35.55 per cent. in foreign countries. 

The total of the reserves, capital and 
revenue, of the group amounts to £836,990, 
an increase of £35,299 over 1948. This re- 
presents 65.5° per cent. of the total issued 
preference and ordinary capital, or 115 per 
cent. of the issued ordinary stocks. 


TELEPHONE OPERATING COMPANIES— 
PORTUGAL 


The Anglo-Portuguese Telephone Com- 
pany, Limited, were the pioneers of the 
telephone service in Portugal, and com- 
menced operations there in 1887. The Trust 
has been connected with the company for 
23 years, and has a substantial interest in 
the undertaking by reason of its share and 
Joan investments. The Anglo-Portuguese 
Telephone Company is also strongly sup- 
ported through the Trust’s associates in the 
manufacturing and technical fields. 

Negotiations between the Portuguese 
Government and the company have now been 
satisfactorily concluded, and as from May Ist 
last the company has been authorised to 
charge increased tariffs for its telephone ser- 
vices, At the same time, the contract be- 
tween the company and the Government has 
been amended and clarified to the mutual 
sauisfaction of both. 


VENEZUELA 


The Trust’s _connections with Venezuela 
have been continuous since 1928, and it has 
a substantial investment interest in the tele- 
wont operating —, Sen Caracas and im- 

tant towns through Telephone Properties 
Limited, and the Nacional Telephone Com- 
pany of Venezuela. 

‘ On September 20, 1949, as a result of the 
‘evaluation of sterling, the Bolivar exchange 
Tate moved from Bs.13.51 to the pound to 


Bs.9.38 to the pound, which increases the 
value of sterling remittances to the United 
Kingdom. Venezuela is a strong dollar 
country, and one of the greatest producers 
of oil in the world. It also has great mineral 
wealth which is being explored and 
developed. 

Nearly 5,000 stations were added to the 
system in 1949, bringing the total to approxi- 
mately 57,500. In spite of this considerable 
expansion, the demand is constantly increas- 
ing, and the Nacional Company’s plans are 
based on relieving this situation as quickly 
as possible. In this and other directions the 
Trust and its connections are closely co- 
operating 


WEST INDIES 


I intimated last year that large capital 
expenditure was planned for 1949 and 1950 
by the telephone companies in Jamaica, 
Trinidad and Tobago, and Barbados, in 
which we are so largely interested. During 
1949 nearly £600,000 was expended upon 
capital works by these companies, the Trust 
providing the necessary finance as required 
gradually by way of temporary loans which, 
in accordance with established procedure, 
will be replaced in due course by more per- 
manent financing by the issue of new capital 
by the companies concerned. 

In Jamaica, stations increased by 1,985 to 
a total of 12,004 in service at December 31, 
1949, and during the year almost £210,000 
was expended on new buildings, exchange 
equipment and outside plant. 

Capital expenditure by the Trinidad Tele- 
phone Company amounted to some £355,000, 
and stations in service increased by 1,330 to 
13,546. : 

Barbados spent some £27,000 upon de- 
velopment of its small but extremely efficient 
system and added 252 stations, making a 
total of 3,952 in service at the end of the 
year. 


BENEFITS OF INTEGRATION 


The telephone companies with which the 
Trust is actively associated operate some 
180,000 telephones, and their gross telephone 
plant assets total over £11 million. On 
present-day costs, the replacement value of 
these assets would be considerably higher. 

The Trust’s association with the various 
companies is an outstanding example of the 
benefits which can accrue from the integration 
of the financial, technical and manufacturing 
requirements of an operating group such as 
ours. 

A continuous flow of new capital is essen- 
tial for the expansion of these operating 
companies, and they are able to plan their 
development programmes well ahead in the 
knowledge that the initial finance will be 
provided by the Trust in the form of tem- 
porary loans. In due course further per- 
manent capital is raised by the companies 
enabling the loans to be liquidated. 

The progressive supply of additional capital 
to meet the expansion of these companies is 
greatly assisted by the fact that they operate 
under franchises which permit satisfactory 
earnings. I am convinced that in the absence 
of any world-wide upheaval we can look 
forward with confidence to the continued 
steady development of the Trust and its 
associated group of companies. 

The report was adopted. 
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BRITISH ROPES LIMITED 
RECORD SALES TONNAGE 


The twenty-eighth annual general meeting 
of British Ropes Limited, was held on May 
24th in London. 

Mr Herbert Smith, chairman and joint 
managing director, in the course of his 
speech, said: 

In my speech last year I said that we 
were entering upon more difficult times, but 
as far as one can foresee if present conditions 
continue the current year ought to see your 
company’s output maintained, though with 
possible changes in its sectional flow. The 
sales tonnage for the year 1949 surpassed 
that of any previous year, and the value of 
those sales exceeded £8,000,000. If the 
sales of our home and overseas subsidiary 
companies are taken into account the total 
sales output was little short of £10 million. 

The consolidated profit and loss account 
indicates a total trading profit for the year 
under review of £1,162,000 as against 
£1,323,000 for the previous year ; this reduc- 
tion is in the main cslceabhe to the excep- 
tional maintenance expenditure on plant and 
machinery incurred during the year by the 
parent company; otherwise the trading 
results of the two years would have been 
fairly comparable. 

The net dividends paid, and proposed to 
be paid (including 11 per cent., less tax, for 
one year on the Ordinary stock), account for 
£183,000. 

Your company has harnessed itself to the 
great task of increasing production for export. 
During this last year we have made a special 
effort to increase our sales in hard currency 
areas, principal of which is the United States 
of America. In spite of keen competition we 
hope to sell increasing quantities of wire 
rope in that country. 

The report was adopted. 


UNITED MOLASSES 
LIMITED 


RECORD PROFITS 


The twenty-fourth annual general meeting 
of The United Molasses Company, Limited 
will be held on June 13th in London. 

The following is an extract from the 
circulated statement of the chairman, Sir F. 
Michael K. Kielberg, K.B.E. : 

The gross profits of the company and its 
proportion of subsidiary companies’ profits 
for the year amounted to {£2,109,543, an 
increase of £389,542 over the corresponding 
figure for the previous year, thereby attaining 
a new peak in the company’s history. 

The increase in the year’s profits is largely 
due to a gratifying imcrease in the trading 
profits of our U.K. industrial subsidiaries, 
and to expanding shipping earnings. 

The m.v. Athelduke, of approximately 
12,800 tons deadweight, was completed in 
January, 1949, the m.v. Athellaird in April 
and the m.v. Athelcrown in July, the latter 
two of about 15,600 tons deadweight each. 

In January of this year we took delivery of 
the m.v. Athelking and in April of the m.v. 
Athelmonarch, also of approximately 15,600 
tons deadweight each. 

very severe and rapid decline in 
molasses values which had occurred during 
the winter of 1948-49, led to a temporary 
establishment of prices at the lowest level 
touched since 1939. Im recent weeks a 
substantial recovery has taken place and the 
market is at present firm and the demand 
active both in the United States and this 


As far as the current year is concerned 
trading results compare favourably with 
nr utes ae te oe 
present prospects for remainder of the 
year look promising. 
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ARMY & NAVY STORES, 
LIMITED 


REASONS FOR PROFIT REDUCTION 


The seventy-eighth annual general meet- 
ing of Army & Navy Stores, Limited, was 
held on May 19 in London. 


Major-General Guy Dawnay, C.B., 
C.M.G., D.S.0., M.V.O., the chairman, 
presided and, in the course of his speech, 
said:—The balance from trading account 
shows a falling off from last year amount- 
ing to £135,770. Manufacturing profit, mis- 
cetlaneous revenue, and interest on invest- 
ments are also reduced, making the total 
return from last year’s working £144,682 
less than for last year. In considering the 
reasons for this fall I should like you to note 
that whereas, in common with other retailers, 
our materials, linens, clothing and furniture 
departments all did well in turnover during 
the year, a great deal of our business lies 
in other departments, such as wines, tobacco, 
jewellery, hardware, and electrical goods, 
which have not shown such good results. 
The wine department in particular has 
suffered from the general decrease in the con- 
sumption of wines and spirits. A loss of no 
less than £12,000 was also incurred due to 
the reduction in duties on French wines in 
last year’s Budget. 


The reduced spending power of the public 
really only began to make itself felt during 
the past year, and the current year’s figures 
only go to prove that while people still buy 
what they find to be absolutely necessary, 
there is little or nothing left over, not only 
for luxuries and semi-luxuries, but for what 
is not actually indispensable. 


On top of that margins of profit are con- 
tinually being cut by Government order. Our 
own gross profit margins have been recixed 
by over one-third in the last ten years, end 
it would appear from Ministerial statements 
that further cuts in retailers’ profit margins 
may be expected. 


CONTROLS AND REGULATIONS 


As retailers we are at present subjected to 
all sorts of difficulties and pressures which 
are imposed upon us from putside without 
our having any power to mitigate them. I 
sometimes feel that the retailer is tae chief 
butt of authority—the camel on which can 
be loaded an almost infinite variety of 
controls, orders and regulations, and whose 
back is supposed to be unbreakable, so that 
there is no “ last straw.” 


In my view, the special taxation on undis- 
tributed profits is perhaps one of the most 
injuriously uneconomic of all the measures 
devised by our present injuriously unecono- 
mic Government. It is obvious that if you 
believe that all rhat is necessary for industry, 
trade and commerce is to make a moderate 
profit year by year, and to make no p:o- 
vision for extension, improvement, growih, 
and the provision of better and more varied 
services, the thing would be understandable. 


The whole of the profits tax so far as cur 
business is concerned is a monstrosity, in 
my view. Where it is levied on distributed 
profits, it merely means a rise in the rate of 
income-tax levied on a particular body of 
recipients of income. Where it is levied on 
undistributed profits it is quite simply a 
deterrent to progressive commerce and trade. 


We have gone far enough into the current 
year to realise that expectations of improve- 
ment after the General Election or after the 
Budget have not been fulfilled, and I do not 
think it is unduly pessimistic to say that the 
immediate future is far from bright. 


The report was adopted, and the payment 


of a 10 per cent. dividend and a 7} per cent. 
bonus was approved, 


CABLE AND WIRELESS 
(HOLDING), LIMITED 


BOARD'S INVESTMENT PLANS 


The twenty-first annual general meeting of 
Cable and Wireless (Holding), Limited, was 
held on May 23rd in London. 


Sir Edward Wilshaw, K.C.M.G., the chair- 
man, in the course of his speech, said: At 
the meeting in April last I said: “Your direc- 
tors considered that simce they had received 
during the year 1949 the whole of the back 
payment of the interest on the compensation 
award, which, of course, is treated in the 
accounts as profit for that year, they were 
entitled to draw upon this for the benefit of 
ordinary stockholders.” It was therefore 
decided to recommend a dividend of 4 per 
cent. on the ordinary stock for the year 1949, 
similar to that oaid for some years past. 


The current year, 1950, will also be an 
abnormal year because of the reconstruction 
scheme, but I shall be disappointed if we 
are not able to pay a dividend of 5 per cent., 
drawing a little if necessary from the unappro- 
priated profits of earlier years. This, I hope, 
will prove encouraging to the stockholders 
who have decided to remain with the com- 
pany. I should also add that all the present 
ordinary stockholders will, we expect, on 
August 15th next receive in addition a full 
half-year’s interest on £125 3 per cent. 
Savings Bonds in respect of each £100 of 
ordinary stock held. However, it must be 
borne in mind that in the present year pro- 
vision will have to be made for the cost cf 
the reconstruction scheme and that the divi- 
dend on the 5$ per cent. cumulative prefer- 
ence stock will have to be paid for the first 
half of the year. 


FUTURE POLICY 


The reconstruction scheme for all practical 
purposes is behind us, and we can now settle 
down and concentrate on the administration 
of what will be the biggest investment trust 
company in the Empire, with an authorised 
capital of £47 million. With the ordinary 
and loan capital of approaching £20 million, 
provided by £5,000,000 issued ordinary stock 
and a further £12,249,877 loan stocks, the 
opportunities which lie ahead in performing 
a useful service to the community open a 
vista of the widest possibilities, ca.rying with 
them also a great responsibility to all con- 
cerned. 


Dealing with the future, I went on to say: 
“ As regards the future conduct of your com- 
pany in its role of an investment trust, my 
colleagues and I feel strongly that, subject to 
the duty of your directors to earn dividends 
for their stockholders, the functions which 
our company should properly fulfil extend 
far beyond that of mere collectors of divi- 
dends, and that a duty is laid upon us to do 
Our utmost to ensure that the funds at our 
disposal are used to the best advantage in the 
interests of industry in this country and in 
development overseas under private enter- 
prise. In the latter sphere I believe that this 
company has a contribtion to make out of 


ae gained over a long period in this 
eld.” 


It is not possible for me at this stage to 
forecast accurately the future earnings of the 
company, but I do not think that the pro- 
visional figures which I gave you at the April 
meeting and which were, of course, calculated 
before the capital of the company as recon- 
structed was known, will differ materially 
from the actual results. 


I again capees I shall be disappointed if 
we are unable to pay a dividend of 5 per 
‘cent. for the current year, and I believe that 
those of you who have retained a whole or 
partial interest in the reconstructed company 
will have no cause to regret their decision. 


The report was adopted. 
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OLDS DISCOUNT 
COMPANY LIMITED 


The twenty-third annual general ..... 
of Olds Discount Company Imes = 
on May 25th in Nottingham, Mr. WA q: 
(chairman and joint managing direc i 
presiding. The following is an extract {,. 
his circulated statement: There bes hen 
further increase in the volume of ‘bus a 
and consequent larger profits. The ss a 
of the company exceed / 4,500,000. °° 
ss Restrictions are placed on hire purchase af 

consumer goods” on the theory that the 
additional demand thus created tends to force 
prices up and cause inflationary trend: 
the recent official attitude may indicate 4 
slight easing of control, possibly because many 
classes of goods are now in plentiful supply ; 
while there is also the important point a 
the need for exporting is more than ever 
stressed, and this cannot be done without 
economical bulk production, which alway 
requires a healthy “ home ” market for the 

‘ concerned. Furthermore, these restric. 

tions seem to have the effect that the lowe 
income groups do not obtain their fair share 
of these comforts and amenities, which are 
secured to those who can afford to pay cash 
Still further, these restrictions only apply to 
the activities of private enterprise. , 

The supply of “Capital Goods” js not 
generally restricted. We actively seek this 
type of business. If wise and gradual reduc. 
tion of controls may be visualised and internal 
conditions remain at all similar, there ij 
ample evidence that our rescurces can be 
effectively used in the trades with which we 
have valuable and increasing connections and 
goodwill, and your board look to the future 
with confidence. 

The report was adopted and the increased 
dividend distribution—interim 7} per cent 
and a final of 12$ per cemi. on the increased 
capital—was approved. 


EQUITABLE LIFE 
ASSURANCE SOCIETY 


RECORD FIGURES 


Sir William Elderton, the president, was ia 
the chair at the one hundred and cighty-cighth 
annual general meeting of the Equitable Life 
Assurance Society held in London on May 
24th. The following are extracts from his 
speech :— 

During the year the funds increased 

21,500,000, and the premium revenue to ovet 
£1 '800,000 ; these figures were records. Th 
proportion of premium income absorbed by 
expenses was under 6 per cent. A small 
reduction was shown in the gross rate 0 
interest earned on the society's funds; ® 
1949 the rate was £4 Ils. lld. per cent 
Now that we are able to invest new money 
on better terms, it is to be hoped that the fall 
in the gross rate of interest will be checked 
The net rate of interest earned for 1949 ws 

3 12s. 3d. per cent. The purchase of the 

es of the Standard Property Investmet! 
Company has now been completed and a 
have advanced sums amounting to £1,150) 
to the company. Two of our subsidiary 
companies, tne Reversionary Interest Society 
and University Life Assurance Society, 
quinquennial valuations at the close of 
and both report satisfactory results. a 

In .the year in which there was * vy 
depreciation in practically every am | 
Stock Ex security, we have suffers 
fairly sharp in the value of our a 
Fortunately, a considerable part of our i 
is in property and mortgages so that oe 
in is not large in relation to out! 


Our new life business at just © ' 
£3,800,000 was about the same level a8 
1948 


The report was adopted. 
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LONDON AND THAMES 
HAVEN OIL WHARVES 


INCREASED PROFIT 
SIR VERNON THOMSON’S STATEMENT 


The fifty-first ordinary general meeting 
ef London and Thames Haven Oil Wharves, 
Limited, was held in London on May 25th, 
Sr F. Vernon Thomson, Bt, G.B.E., the 
chairman, presiding. 


The following is an extract from his 
siatement circulated with the report and 
accounts for the year 1949:— 


The trading profit of the company and its 
British subsidiaries is £234,796 (as against 
(229,954 for the previous year)—-an increase 
of £4,842. The consolidated net profii is 
£100,682 as compared with £99,669 for the 
previous year. 


Of the net profit ot £100,682, £97,474 is 
attributable to London and Thames Haven 
Oil Wharves, Limited, and to this amount 
has to be added the balance of £415,839 
brought forward, making a total available 
sum of £513,313. After transferring 
£27,000 to general reserve (making it 
£100,000) and providing £22,000 net for the 
dividend on the Preference shares, the direc- 
iors recommend a dividend for the year on 
the ordinary shares at the rate of 10 per 
cent., and a bonus at the rate of 2 per cent., 
both less income tax, 


CONTRACTS WITH IMPORTERS 


The results for 1949 reflect the first full 
year’s trading since the winding up of the 
Petroleum Board in June, 1948. Contracts 
have been entered into with the majority of 
the importers and distributors in the petro- 
leum trade in the Thames and the volume 
of business handled under conditions that are 
sull subject to restrictions and controls can 
be regarded as satisfactory. 


The new refinery now being constructed 
at Thames Haven bv “ Shell” Refining and 
Marketing Company, Limited, with whom 
we have entered into important contracts 
for the future handling of their oils as 
reported to you last year, is due to com- 
mence operating on January 1, 1951. During 
the year “Shell” Refining and Marketing 
Company, Limited, announced that the 
design of the new refinery was temporarily 
to be modified. The new situation arising 
has been carefully investigated and it is not 
anucipated that the benefits the company 
expected to enjoy under these contracts will 
be materially affected. 


To meet the future requirements of these 
contracts and those entered into with the 
remainder of the trade an extensive capital 
construcuon programme has become neces- 
saty. Tanks, pipelines, and a jetty destroyed 
during the war have to be replaced in a form 
to meet present-day and future develop- 
ments. Tankage of some 110,000 tons suit- 
able for the reception of crude oil is being 
constructed, oak the necessary pipeline 
system. The jetty to be Gaaatecind will 
accommodate the increased size of large 
tankers now under construction. A sub- 
stantial part of the cost of these items will 
be met out of war damage claims. In 
addition, we are increasing our operating 
facilities to provide the services appropriate 


be Pha, changing requirements of the oil 
Tade. 


The Compagnie Industrielle Maritime, 
our French subsidiary, has again made sub- 
Stanuial progress. The gross trading profit 
has increased from Fr.141,352,968 in 1948 
10 Fr.249,138,094 following a further sub- 
siantial increase in the volume of business 
handled. It is paying its first dividend since 
the war—10 per cent. on the present capital. 


The report was adopted. 


E.N.V. ENGINEERING 
COMPANY 


SATISFACTORY RESULTS 


The annual general meeting of this com- 
pany was held on May 24th. in London. 


Mr. C. G. Twallin, C.B.E., (chairman of_ 


the company), who presided, said: 


The result of our trading during the past 
year, while not quite so good as that under 
consideration twelve months ago, is satis- 
factory bearing in mind conditions prevalent 
during the period under review. We have 
been fortunate in securing new contracts 
which have, however, necessitated much 
preliminary work prior to entering into pro- 
duction, in the meantime we have had to 
contend with continually rising prices. We 
aim to keep down our prices to customers as 
low as possible, to enable us to compete effec- 
tively, particularly in the export market. I 
am glad to be able to tell you that a large 
portion of our output goes abroad either by 
way of direct sales or as indirect sales in 
the shape of component parts for cars and 
commercial vehicles which are exported by 
our customers. 


NEW DEVELOPMENT 


_ For some two years we have been working 
in close connection with the Eaton Manu- 
facturing Company of Cleveland, Ohio, 
U.S.A., on the manufacture of units for the 
Eaton 2-speed rear axle, and during this 
time considerable effort has been expended 
in developing the production of components. 
Assembly has been hampered by short and 
intermittent supplies of necessary material, 
but the situation is improving in this respect 
and production is increasing. There is every 
indication that this project will justify the 
confidence of your directors. This portion of 
our business should expand in the near future 
and may necessitate further capital expendi- 
ture in order to meet the rising demand ; 
we shall not hesitate to instal equipment to 
enable us to reap in full the benefit of the 
hard work and expense occasioned in the 
development stages. 


HEALTHY FINANCIAL CONDITION 


Turning to the accounts, you will observe 
that our financial position is in a healthy 
condition. The current assets exceed the 
current liabilities by the sum of £687,339. 
We have adopted our usual practice with 
regard to depreciation which is continued 
in a generous manner. You will observe that 
since the conversion of the company into a 
public company in 1928, we have written off 
£848,077 in depreciation. The net profit 
shown in the trading account is £56,791, 
arrived at after due provision for taxation, 
to which must be added the amount brought 
forward from the previous year of £55,257, 
making a total of £112,048. An interim 
dividend of 74 per cent. was paid on August 
26, 1949, absorbing £10,312, leaving a 
balance available of £101,736. Of this we 
propose to add £20,000 to our general re- 
serve, bringing this figure up to £245,000, 
and, subject to your approval, to pay a final 
dividend of 10 per cent., less tax, and a 
bonus of 8} per cent., less tax, making in 
all with the interim dividend a total distribu- 
tion of 26} per cent., less tax, for the year, 
leaving a balance of £55,955 to be carried 
forward to next year. 


THE CURRENT YEAR 


As to the future, I am pleased to say that 
the value of orders on hand is in excess of 
the figure at this time last year, and given 
reasonable freedom from undue restrictions 
your directors feel that the current year’s 
trading should compare favourably with the 
accounts now under review. 


The report and accounts were adopted. 
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SILVRO MANUFACTURING 


(Makers of BONSOIR Shirts and Pyjamas) 


The fourteenth annual meeting of Silvro 
Manufacturing Company, Limited, was held 
on May 23rd in London, Mr Manley Cooper 
(chairman) presiding. 

The following are extracts from the direc- 
tors’ report and the chairman’s circulated 
statement : — 

The profit for the year amounts to £66,392 
compared with £52,908 for the previous year 
and the Directors recommend a dividend 
distribution on the ordinary shares of 30 per 
cent. for the year 

Your American customers have resumed 
their purchases of a fair proportion of our 
output. While this. renewal of trade was 
somewhat helped by devaluation, the major 
factor was a range of popular new designs. 

The South African market has been 
virtually closed during the last 12 months, 
but the business which has been done with 
Canada, Scandinavia, Holland, Denmark and 
Australia, has partly made up the deficiency. 

We have for some time now been re- 
organising our production methods and in- 
troducing new ones. This has led to greater 
productivity and enabled us largely to absorb 
the various increases in prices of our raw 
materials and other charges without passing 
them on to our customers. In few cases have 
we increased prices, certain lines have actually 
been reduced. 

Sales for the current year to date are higher 
than last year and orders in hand are greater. 
Should this state of affairs continue the final 
result should be at least as satisfactory as the 
past year. 

The report was adopted and the resolution 
to capitalise a portion of the reserves by 
issuing to ordinary shareholders 1 new share 
for every 3 now held was approved. 


J. BERRY & SONS, 
LIMITED 


A SUCCESSFUL YEAR 


The. thirteenth ordinary general meeting 
of J. Berry & Sons, Limited was held on 
May 24th in London, Mr. Leslie Berry 
(chairman and managing director) presiding. 

The following is an extract from his circu- 
lated address for the year ended December 31, 
1949 :-— 

Your company has again had a very suc- 
cessful year, with a net profit of £50,149, a 
record for the company and one that I think 
you will agree is most gratifying. Your 
directors are recommending a final dividend 
of 22} per cent., making the total for the 
year 374 per cent., the same as for 1948. 

As to future trends and profits, I feel thar, 
despite the difficulties and tasks inherent in 
the present economic situation, and provided 
nothing untoward occurs, the results for the 
coming year should prove satisfactory. 


Messrs. Leopold Farmer and Sons under- 
took to value the freehold property. As a 
result, in their opinion the value has advanced 
to £120,000 from the cost price as shown in 
the balance sheet. The balance sheet figure 
has accordingly been adjusted, and the excess 
of £91,261 has been carried to a capital 
reserve account by your directors. In the 
opinion of your directors, the other assets of 
the company are valued in the balance sheet at 
not less than their true value. 

Your directors have now decided to issue 
out of the capital reserve accounts as 
part capitalisation of that account, £50,000 
in 6 per cent. redeemable preference shares, 
ond io view of this k wil be uecmuury 
set up a capital redemption reserve fund to 
redeem the preference shares in due course. 

The report was adopted. 
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CONSOLIDATED ZINC 
CORPORATION 


SATISFACTORY FIRST YEAR 
The first annual meeting of The Consoli- 


' dated Zinc Corporation, Limited, will be 


held on June 15th in London. 

The following are extracts from the cifcu- 
lated statement of the chairman, Mr. John R. 
Govett : — 

The Consolidated Zinc Corporation, 
Limited, was formed at the beginning of last 
year, and soon after its formation acquired 
the whole of the issued share capital of The 
Zinc Corporation, Limited. It also purchased 
from The Zinc Corporation, Limited, the 
whole of the issued ordin capital of 
Imperial Smelting Corporation Limited. 

The Zinc Corporation, formed in 1911 to 
treat accumulated mine tailing dumps at 
Broken Hill, New South Wales, soon became 
an active producer of lead, silver, and zinc 
ores: overt the past 25 years it has developed 
into one of the leading mining companies in 
the Broken Hill field—in fact, in the world. 
The combined output of Zinc Corporation 
and New Broken Hill Consolidated today 
represents more than half of the total output 
of recoverable lead and zinc from the Broken 
Hill field. Imperial Smelting Corporation is 
the sole producer of the primary zinc metal 
in the United Kingdom, and has been largely 

eo on the treatment of the raw materials 
erived from the Broken Hill mines. 

The company also acquired the issued 
share capital of Sulphide Corporation, 
Limited, which produces sulphuric acid, 
superphosphate, and cement. 

Ia addition, through its wholly owned sub- 
sidiary, The Broken Hill Corporation 
Limited, The Consolidated Zinc Corporation 
holds many other important interests in 
Australia. 

The profit for the year, before taxation, 
mounts to £3,453,429. This result is most 
satisfactory, but it is only prudent to point 
out that these profits were earned largely 
during a period of high metal prices, and that 
there is a background of increasing produc- 
tion costs, the full effect of which will be felt 
on a falling price trend. 

As the shares in the subsidiary companies 
were not acquifed until April, 1949, the profits 
for the first three and a half months of the 
year are not available for distribution. Never- 
theless, the profit for the remainder of the 
year has been sufficient to pay dividends on 
ordinary shares which will give shareholders 
an equivalent return to that received from 
The Zinc Corporation, Limited, last year and 
to carry forward £183,303. This figure 
added to £550,621 transferred to capital and 
revenue reserves, gives a total of £733,924 
retained in the business out of the profits 
earned during the year. 

The provision for taxation amounts to 
£2,077,727, which is 60 per cent. of the profit 
and constitutes a very heavy burden. 


PRICE FLUCTUATIONS 


The year 1949 was marked by violent price 
movements in lead and zinc both in the 
U.S.A. and the United Kingdom. There is 
a school of thought that argue that the 
day-to-day fluctuations of a free market 
might be regarded as healthy compared with 
the movements that we have witnessed dur- 
ing this period It is not easy to pass judg- 
ment, but it will be plain that the influence 
of United States stockpile buying and United 


NOTICES 


COST ACCOUNTANT its required by a well-known manufacturing 
<4 firm in the Birmingham Area. The appointment is a responsible 
one and calls for leadership and initiative. The successful applicant 
must have had previous experience, Sb geninagge in an engineering 

: per annum oe on 
limit 33-40.—Ful details of 


works. Commencing salary up to £1 
experience; exceptional prospects, 


Kingdom Government buiK purchasing nas 
added a fresh speculative impetus to markets 
whose price levels have always been some- 
what volatile. I see nothing which causes 
me to modify my views that we continue 
to expect a level of prices which will bring a 
reasonable reward to all our enterprises. — 
cannot stress too strongly that our prosperity 
must still depend greatly on American 
economy. 

We know from past results that our scale 
of operations at today’s outputs provides an 
economic and well-balanced range of activi- 
ties. Immediate plans for future develop- 
ment envisage a widening of our activities, 
and given reasonably stable conditions over 
the next few critical years, we can expect to 
see the gradual building up of our mining 
operations, harnessed to an expansion 
manufacturing operations. _ 

We have a sure foundation on which to 
build, and can justifiably look forward to the 
future with confidence. 


NEW BROKEN HILL 
CONSOLIDATED, LIMITED 


DEVELOPMENT PROGRESS 


The annual general meeting of New 
Broken Hill Consolidated, Limited, will be 
held in London on June 15. 

The following is an extract from the 
circulated statement by the chairman, Mr 
John R. Govett:— 

Four years have elapsed since our 10-year 
development programme was announced in 
December, 1945, and in reviewing the pro- 
ress achieved up to December 31, 1949, 
i believe we are entitled to say that great 
strides have already been made in establish- 
ing your company’s mine as a_ substantial 
and independent producer in the Broken Hill 
field. The 10-year development plan con- 
templated that in the year 1949 production of 
ore from the company’s own leases should 
total 173,000 tons; I am glad to be able 
to record that,-in actual fact, this target 
figure was slightly exceeded. 

Ore production from the company’s leases 
in 1949 totalled 175,232 tons, nearly 70 per 
cent. higher than the previous year’s figure 
of 103,578 tons. Under the terms of the 
Sale of Ore Agreement with the Zinc Cor- 
poration we purchased 48,883 tons of ore, 
and the total ore milled during 1949 for 
our account was 224,033 tons. 

Crosscuts on the No. 19 level, at present 
our deepest development opening, had, up 
to April of this year, disclosed the following 
average values: — 

Width % Ounces % 
feet lead silver, zinc 





East 

Crosscut 151 17.0 3.7 9.2 
West 

Crosscut 40 19.8 4.2 13.2 

Shortage of labour remains our greatest 
anxiety. 


MOTAPA GOLD MINING 
COMPANY LIMITED 


INCREASED ORE RESERVES 


The fourth annual general meeting of 
Motapa Gold Mining Company Limited, 
was held in Bulawayo on May 23rd. 


The following is am extract from the 
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s of the acti 
ay ung chairman, Mr WM 
The working profit amount OR ¢ 
and, after deducting £6,651, being ne 
ence between sundry items of expenditi,, 
and revenue, there remained a net profit of 
ghee This, together with an amoun : 

unappropriated at the commen > 
of the year, made a total of £91,682, of which 
£70,000 hs fen transferred 1g ocome 
re » representing profits which ha 
ploughed back into the busines, leon 
a balance carried forward of £21,682. . 
During the year there was a yield of 
ounces of fine gold recovered from ae 
tonnage of 219,500 tons at a r 


17s. 10.3d. per ton milled, the prof on 
milled figure being 8s. 11.24. ™ 
The deve t footage advance 


totalled 10,809 feet, a distance ot 5 
measured along the strike of the pa di 
was fully proved by crosscutting or diamond 
drilling and of this 2,730 feet proved payable 
at an average value of 3.3 dwt per ton ove: 
a width of 13.6 feet. " 

The ore reserve estimated at 386,000 tons 
averaging 3.3 dwt per ton over a stoping 
width of 14.3 feet, compared with the ote 
reserve at the end of 1948, represents an 
increase of 69,000 tons, the value and stopiaz 
width being lower by 0.2 dwt per ton and 
2.4 feet respectively. 


The report was adopted. 


YORKSHIRE INSURANCE 
COMPANY, LIMITED 


SATISFACTORY PROGRESS 





The annual general meeting of this 
company was held on May 23rd, at York. 

The Rt. Hon. Lord Midgleton, M.C. (ihe 
chairman), in the course of his speech, said: 
I may broadly describe the year as one of 
satisfact progress both at home ad 
abroad. ew life assurance business con- 
tinued last year to flew in at a steadily mount- 
ing rate, the total of net mew sums assured 
producing the record figure of neatly 
£6,500,000—nearly £1,500,000 more than in 
the previous year. The total premium income, 
including consideration for annuities, advanced 
to over £1,750,000, and the fund at the end 
of the year, which is over £17} millon, 
represents an increase of more than £875,000. 

The premium income in the fire account 
has risen by over £285,000 to £2,355,953. 
The loss ratio is 41.21 per cent., compared 
with 49.32 per cent. last year—a highly satis- 
factory result. Expenses are fractionally lower 
at 42.01 per cent. After making provision for 
unexpired risks at the new rates of exchange, 
we are able to carry £236,582 to the profit and 
loss account, compared with £141,284 in 1948. 

In the accident and general account the 
loss of employers’ ae business, conse- 
quent upon the extension of national insuranc: 
to include industrial injury insurance, his 
been more than made good by expansion 0 
other directions. The profit carried to the 
profit and loss account is £235,808, com 
pared with £155,826 in 1948. 

Our income in the marine account cot 
tinues to expand, and the fund at the close of 
the year, which shows an increase of £349,5% 
represents 155 per cent. of the 1949 premiums. 


The report was adopted. 
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THE ECONOMiST, May 27, 1950 


EXCHEQUER RETURNS 


For the week ended May 20, 1950, total ordinary 
revenue was" 
expenditure of £6 
funds £190,000. 


(54,349,000 for 


year ago. 


ORDINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 


eceipts mto the 











Revenue 


ORDINARY 
REVENUE 


Income fei» ice 


Sur-tax 


Estate, etc,, Duties 195, 
50, 


Stamps. . 
Profits Tax .... 
BPE. stcavee 


Other Inland Rev. | 
SpecialContributn. 


otal Inland Rev. 20280 


Customs........ 


Bueiee 60+ ives 


Total Customs and 


£53,878,000 agai 


Esti- 
mate, 
1950-5 





. 138800 
- 120,00 


Excise . 158380) 
Moter Duties.... 
Surplus WarStores, 35,0 


Surplus 


from Trading. 


P.O. (Net Recetpts) 
Wireless Licences. 
Sundry Receipts. . 
Receipts 
(in. Crown Lands} 


Miscell 


Total Ord. Rev... 


SecF-BAaLANCING 


Post Office 


Income Tax ‘on 
E.P.T. Refinds. 


Expenditure 


ORDINARY 


EXPENDITURE 


int. and Man, 
Nat. Debt 
Payments to 
Ireland 
Services 


Total 


Bal. Expd.). 


Post Office 


Total... 


Receipts 


=upply Services . . 


Total Ord Expd.. 3455065 


Sinking Funds. ... 


Total fexel. Self- 
... 345506 


SELF-BALANCING 


E.P.T. Refunds. | 5,7 


Esti- 
mate, 


}1950-5 


£000 


3,476,000 and issues to sinking 
Thus, including sinking fund 
allocations of £1,424,000 the surplus accrued 
since April Ist is £40,329,000 compared with 
the corresponding period a 


Apr. 1, | Apr. 


So Means 
Exchequer Hs ee sury Total 
(£ thousand) Bills Advance De. | Fleat- 
1, |] Week | Week pee le Bank ] posits ing 
1949 1950 fended | ended : | Public ot by Debt 
May | May Tender| Tap | Depts. Eng 


to | to 
fay 21, May 
1949 















262 806 

os asiaeommemymectopioie: 1 gly. 230-0 | 294-5 | 220-0] 10 6-75 65 
492,569 471,1341 54.550 56,884 920-0 | 274°4 | 220-0 10 644 18 
ssues Out of the Exchequer Mar 2350°0 $24°6 250°0 10 3°25 57 
to meet payments 230° | 307-2 | 250-0} 10 5-54 65 
(¢ thousand) 230-0 | 274-7 | 230-0 10 5-98 "9 

i ‘ook 1 W “0 | 294-8 | 230-0} 10 5-8 

Apr. 1, | Apr. 1, | Week | Week 250-0 | 294-8 | 250° 
I949 1950 Jended | ended 250° 273-5 | 230-0} 10 3-22 79 
» | Me 

ee he ie ae] ae 240-0 | 01-7 | 240-0) Seda 73 
4949" 1950 1.1949 | 1950 zsu-u | 301-8 230-0} 10 2-90 62 
230-0 | 306:4 | 230-0] 10 2-82 65 
240-0 | 337-1 | 240-0} 10 2-84 60 
250-0 | 337-6 | 250-0} 10 4-30 3 
240-0 | 313-0 | 240-0} 10 3-03 68 
19 | 250-0 | 312-5 | 250-01 10 3-13 73 


70 
345,955 339, 


1950 


1199 


Statistical Summary 


CHANGES IN DEBT (¢ thousand) 
Receipts PAYMENTS 


Tax Reserve Certs. 995 Treasury Bills .... 5,968 
l Other Debt :-—~ Nat. Savings Certs. 1,200 
nst ordinary Internal ....... 6,621 24° Def. Bonds. . . 325 
Ways & Means Ad- 3% Def. Bonds.... 615 
VOROM <i okvcs 21,660 
29,276 8,108 
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peenileniaetchnaie 2920-0) 1958-0 4741-3 
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6,600 8,100 2930-0) 1917-9 5739-2 
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On May 19th applications for 91 day bills to be paid 
trom May 22nd to May 27th were accepted dated Monday 
to Saturday as to about 73 per cent of the amount applied 
for at £99 17s. 5d., and applications at higher prices were 
accepted in full. Treasury Bills to a maximum of £240 
million are being offered for May 26th. For the week 
ending May 27th the banks will be asked for Treasury 
deposits to a maximum of {20 million at 182 days. 
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NATIONAL SAVINGS 


({ thousand) 





Week Ended 
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Savings Certihcates :— 



































After increasing Exchequer balances by £35,890 to EEE ee ke 2,400 1,600 10,450 
a ; MMII ovis wise co ct 2600 2,700] 14,700 
13,170 861, the other operations for the week increased Repayments eeeee ieee ae ae fae 
the gross National Debt by £21,168,126 to £25,827 million. Net Savings ............ ry 200 ‘Drl,100 [Or 4,250 
Defence Bonds :— - agt | ae ne 
NET RECE 5 ee OLESEN Gee 5 ; 
arbi A Peer apapancnis Oe til es eae 874 1,135 7,195 
Nil ? Ree es 
Net Savings ..........-- yy 64 'Dr 750 \Dr 5,070 
} NET ISSUES ({ thousand) P.O. and Trustee Savings -———————-F- 
‘ost Offio Banks :— 
OT, ek arenes OT. Sasi ection, 12,779 | 13,376 | 78,564 
PS. Redandiesss 4 biccnicnaiesy ocak Sth Glens. 984 | Repayments ........--.- 13,001 | 12,904] 73,104 
Export Gu: ———_|—__—_-_—_—__- 
Local ee Meh, FOS. BH) oi sess — Net Savings .........--. Dr 222 | 472 5,460 
a Authorities Loans Act, 1945, s. (31)... . 6,200 Se oe 3 as 
ar Damage : ions i Total Net Savings......... + 486 (Drl,37! v 3, 
icra War Damage Commission........ 3,000 ! Interest on certificates repaid 520 572 3,116 
“nce Acts, 1946 and 1947, Post-war Credits... . 320 : Interest accrued ......... ; 2,372 2,385 1 14,396 
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BANK OF ENGLAND 
RETURNS 


MAY 24, 1950 


ISSUE DEPARTMENT 


é | £ 
Notes Issued:- Govt. Debt... 11,015,100 
In Circulation 1281,680,032 | Other Govt, 
In Bankg. De- Securities ... 1288,306,982 
partment .. 18,676,791 | Other Secs.... 665,560 
Coin (other 
than gold)... 12,358 


Amt. of Fid. 
Jesue ....... 1300,000,000 
Gold Coin and 
Bullion (at 











248s. Od. per 
oz. fine). .... 356,823 
1300,356,823 | 1300, 356,823 
BANKING DEPARTMENT 
£ | £ 
Capital ...... 14,553,000 | Govt. Secs.... 537,291,441 
MGs fo sce 3,384,789 | Other Secs.:- 42,810,243 
Public Deps.:- 197,298,775 | Discounts and 
Public Accts.* 11,692,256 Advances... 18,180,555 
H.M. Treas. Securities. ... 24,629,688 
Special Acct. 185,606,519 
Other Deps.;- 389,740,646 
Bankers..... 295,682,618 | Notes........ 18,676,791 
Other Accis... 94,058,028 Cate SS, 6,198,735 
604,977,210 | 604,977,210 


* Including Exchequer, Savings Banks, Commissioners 
of National Debt and Dividend Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 







May | May | May 
{ 


OT ET 24 
ssue Dept, :-— i i 
Notes in circulation... .. 1283-8'1280-9'1281-7 
Notes in banking depart- i 
MEN... sceee Seek ae ee 16-6; 19-5 18-7 
Government debt and 
SOCIO <5 scence vss 1299- 3)1299-3:1299- 3 
Other securities......... 0-7) O-7 90-7 
Gees Coe ess reoskeake 0-4 «40-4 «60-4 


Valued at s. per fine oz... 


4 
248/0| 248/0\ 248/06 
Banking Dept. :— 1 


; 


Deposits :— i ' 
ublic Accounts ........ 23-6 15-6) 11-7 
Treasury Special Account 178-8 185-6 185-6 
POMS CSS eek a bins 275-2 286-7; 295-7 
COUN ira ed cee 92-8 93-8 94-1 
5 ARM Nae se Keg idi vase n s 570-4 581-7) 587-1 

Securities :—~ | j 
Government... ......... 520-4! 532-5) 537-3 
Discounts, ete........... 15-5, 13-4 18-2 
COE 6 es ca veka ec vek in 29-6! 28-0 24-6 
POS aS ec Fis 565-5; 573-9 580-1 
Banking dept. res......... 22-7; 25-7; 24-9 

“Se TS 

” Properties Pv ice o6s 5 cae 379) 64-4 4-2 





_* Government debt is £11,615,100, capital £14,553,000. 
Fiduciary issue lowered from £1,350 million to £1,300 
million on January 11, 1950. 


GOLD AND SILVER 


The Bank of England's official buying price for gold 
was raised from 172s. 3d. to 248s. Od. per fine ounce on 
September 19, 1949, and the selling price to authorized 
dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
cash prices during last week were as follows :— 


SILVER 








| | 
London |New York; Bombay 
r ounce|per ounce'per 100 tol 
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TRADING OR ESTABLISHING 
in CANADA or the WEST INDIES? 


If you are trading with or contemplating establishing a plant 
in Canada or in the West Indies, we can be of help to you. 

Through 330 branches across Canada and 23 in the West Indies, 
we can provide information on business conditions, exchange 
regulations, exports and the establishing of branch plants. 


Your enquiries will receive prompt and courteous attention. 


THE BANK OF NOVA SCOTIA 
108 Old Broad Street, London, E.C.2. 


Established in Canada in 1832 with limited liability. 


REFUGE ASSURANCE COMPANY LTD. 
Chief Office: OXFORD STREET, MANCHESTER 1. 


ANNUAL INCOME EXCEEDS £18,000,000 

ASSETS EXCEED £112,000,000 

CLAIMS PAID EXCEED €207 ,090,000 
(1949 Accounts) 


MURRAY-WATSON 


Advertising & Marketing 
Home and Overseas 


$8, BROOK STREET, LONDON, W.1. 


BT, GROSVENOR 3508-9 
DUDLEY. WORCESTERSHIRE. 


DUDLEY 3162 


ee nr 


UNIVERSITY OF LONDON 


The Senate invite applications for the Readership in Agricultural 
Economies tenable at Wye College (salary £1,050—f£1,2 £1,450), 
Applications (10 copies) must be received not later than June 21, 
1950. by the Academic Registrar, University of London, Senate 
House, W.C.1, from whom further particulars should be obtained. 


CITY OF BIRMINGHAM EDUCATION COMMITTEE 
BIRMINGHAM CENTRAL TECHNICAL COLLEGE 
Principal : J. WILSON, B.Sc., B.Com., M.I.Mech.E, 

DEPARTMENT OF INDUSTRIAL ADMINISTRATION 


Applications are invited for the post of Lecturer with special 
responsibility in English for teaching duties with full-time and 
part-time students of Engineering and Industrial Management. 
Preference will be given to candidates who have had some industrial 
or business experience and who combine technical with literary and 
journalistic interests. 

Salary will be in accordance with the Burnham (Further Education) 
Scale : £300-—£15—£555 (men), £270—£12—£444 (women), plus a Special 
Responsibility Allowance 0 £100, with additional graduate and train- 
ing allowances where applicable. Commencing salary depends upon 
previous industrial experience and training. 

The successful candidate will be require 
as possible. 

Further particulars and a form of qpgtiration may be obtained 
from the Registrar, Central Technical College, Suffolk Street, Birm- 
ingham, 1, on receipt of a s addressed foolscap envelope. 
Completed forms should be returned to him not later than two weeks 
after the appearance of the advertisement. 

: E. L. RUSSELL 
Chief Education Officer. 


OUR APPOINTMENTS BUREAU WELCOMES ENQUIRIES 
from Professional Men, Bc and Higher Executives who 


to take up duty as soon 


have vacancies for secre with a University standard of train- 
ing. For interview b byers, students are selected from among 
those who have — ete r course with the full London College 
Diploma. In accordance with our established custom, no fees are 
charged for this service. Please write or telephone to: — 

THE APPOINTMENTS DIRECTOR, 


THE LONDON COLLEGE OF SECRETARIES, 


170, Queen’s Gate, London, 8.W.7. KENsington 3228. 


reonen tor B.SC.ECON, 


Tuition for 


The London University B.Sc, Eoon. Degree is a valuable qualification for statistical 
research and welfare work in commerce and industry, and for teaching or inistrative 
posts under Education authorities, etc. The degree is open to all without University 
residence. Sr en cae ate Se Rine ender Ces capetinnced 
guidance of Wolsey (est. 1894): moderate fees payable by instalments, if desired, 


Prospectus from Dept. P17, WOLSEY HALL, OXFORD 


Britain by St. CLemenre Press, Lrp., Portugal St., Kingsway, London, WC 


in Great 
at 22, Ryder Street, St. James’s, London, S.W.1. 





THE ECONOMIST, May 27. 195, 


VACANCY : SENIOR PROFESSIONAL OFFICER 
DEPARTMENT OF STATISTICS 


Applications are invited by the Southern Rhodesi 
the post of Senior Professional Officer in the Department ‘ci geet, 
Applicants must have obtained a ree with first or second els: 
honours or a higher degree in Statistics or Mathematics emb: Class 
the subject of design of experiments and biometry, or geneti racing 
successful candidate will be attached to the Division of hate jane 
to advise on and supervise design and lay out of and the statis ture 
control and interpretation of experimental research connect tistica 
tobacco, genetics, ture research, field crops, fertilisers dai; 
we. Experience of this work will be an added qualification fon ae 
post. 8 
Salary scale £1,180 by £40 to £1,340 by £66 to £1.5 
In addition to salary cost of living end 
~~ in terms of reguiations. 
a ape aren ge gee oa . required to obtain a Satisfactory 
‘dical Cert‘ficate at an examination by a medical officer ann... 
by Bod Se ie el he one . ws, SPpointed 
class rail fare w from the place of recryj 
in the United Kingdom to the port of embarkation. A ¢ oe 
passage on the boat for the recruit and half the cost of passages = 
the same class for his wife and aeons children under the age ot 
18 years, will be paid by the Southern Rhodesia Government . 
From the port of disembarkation to Salisbury first class rail f4;. 
and subsistence allowance will be paid to the recruit and half th 
cost of similar fares and allowances in respect of his wife and fami, 
Application forms and further information may be obtained tren 
the Secretary to the High Commissioner for Southern Rhodesia, 43) 
Strand, London, W.C.2, to whom completed forms should be ‘teturnej 
not later than June 10, 1950. ; 


When applying please quote reference 600/93A/1. 
Canvassing will Ceaaellly abieeene 


etm inane etait et tener etree 


SOUTHERN RHODESIA GOVERNMENT | 


VACANCY: SENIOR PROFESSIONAL OFFICER: 
DEPARTMENT OF STATISTICS 


Applications are invited for the post of.a Senior Professional Officer 
in the Department of Statistics. ts must have obtained , 
degree with first or second (or equivalent qualification) 
in Statistics, or in Mathematics, Economics or other appropriate 
main subjects with Statistics, at an Institution of University rank, 
or having obtained a de with first or second class honours (o 
equivalent qualifications) in Mathematics, Economics or other appro- 
getese subject, must have been em on statistical work. Higher 

egrees in specialised statistical su will also be considered, 


Present regulations require a “ degree normally involvin 

a four-year course at a Valvesshe ar a specialised honours degre 

of a University involying four full post matriculation study 

and training.’ Candidates will be ex to S wide statistical 

experience. preferably ex L over a period of at least ten years, 
x 


pe 
he aalony scale will be £66 ie £1,538 per annum. A cost 
of living allowance of approximately £124 per year is at present 

| 


38 per an 
children’s allowances a: 


aid. A children’s allowance of £23 per annum for the first child and 


child is paid. 
may be obtained from 
the Secretary to the High Commissioner for Southern Rhodesia, 42, 
Strand, London, W.C.2, to whom completed forms should be returned 
not later than June 10, 1950. 
When applying please quote reference 600/93A/2. 
Canvassing will disqualify applicants. 


per annum for each subsequen 


8 
es forms and further information 


DERBY TECHNICAL COLLEGE, —«s_—=ws 
NORMANTON ROAD, DERBY 
a students can be accepted for admission fo: session 19))- 


Intermediate and Final Course for B.Com, and B,Se.(Econ) 


gree; ie 
Intermediate Course for B.A. degree; of London University. 

The session commences September 18, 1950. 

Inquiries to Head of Commerce and Economics Department. 








CStaeeD Accountant required by old-established mav- 
facturing company in Birmingham as Accountant and_Assistat 
to Financial Director. Aspe should be between 28 and % 
years of age and have had some industrial experience. Practictl 
experience of costing would be an advantage, is position offers 
long term pene to a man of education, tact. and ability to 

eply, in confidence, giving full particulars as 
salary required.—Box 334. 


control staff. 
education, experience, and 


ENGLIsHMan, resident in U.S.A. 20 years, wishes to contact 
aggressive British manufacturer with view to acting as US 
representative.—Box 420, 





.XECUTIVE (34, British), of a foreign associated company of # 

4 internationally known motor p, in charge of sales oe 
and market research, and with responsibility for distribu ion, 
advertising, and public relations seeks an interesting and prole. 
field of activity where hard work, initiative. and adminise ss 
ability will be encouraged and backed. Only interested !n — 
carrying real responsibility under clear-cut terms of rel. 
with prospects of developi into top-ranking executive. shove 
travelled: good guages: experienced in negot as 
with government departments and trade organisations at al se 
Modern ideas and experience marketing and management, an 0 
lead staff. Excellent ral background (including B.Sc. A M- 
war service, and hasith, anergeticn Present salary over +0" 
Write Box 429. 


renee nee anes nian neni tea tts 
OOD advertising tremendous selling power ond 
value is recogmiied Oo the aivserted of all the greatest — 
cial companies. We at SAMSON CLARKS are one of ¢ Mo time 
British Advertising agencies. we serve you?—67-61, 
Street, London, LL 


XPORT MANAG 





a ation 

ERSHIP offering scope for prom 
and initiative. Oxford Grad. 2nd Class Hons. Boonomics,. Fi'fy 
Spanish, French. Age 30. Now Jeading textile firm —*™" ” 
OTHER NOTICES APPEAR ON PAGE 119 = — 
Published weekly by Tae Newsrarer, L0. 


 ercesensencenne eens 


2. Economist 
U.S. Representative: R. $. Farley, 111, Broadway, New York, 6.--Saturday, May 27, 195° 
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